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ECONOMIC  REPORT  OF  THE  PRESIDENT 


To  the  Congress  of  the  United  States: 

As  we  enter  1976,  the  American  public  still  confronts  its  two  greatest 
personal  concerns:  inflation  and  unemployment.  As  valid  as  those  con¬ 
cerns  are,  we  should  not  let  them  overshadow  the  very  genuine  progress 
we  have  made  in  the  past  year.  The  underlying  fact  about  our  economy 
is  that  it  is  steadily  growing  healthier.  My  policies  for  1976  are  intended 
to  keep  us  on  that  upward  path. 

A  year  ago  the  economy  was  in  the  midst  of  a  severe  recession  with 
no  immediate  end  in  sight.  Exceptionally  strong  inflationary  forces  were 
just  beginning  to  abate,  and  the  prospects  for  containing  unemployment 
were  not  bright. 

It  is  now  clear  that  we  have  made  notable  progress.  The  sharpest 
recession  in  the  post- World  War  II  period  hit  bottom  last  spring,  and  a 
substantial  recovery  is  now  under  way.  There  were  85.4  million  Ameri¬ 
cans  at  work  in  December,  1.3  million  more  than  during  March  of  1975. 
While  the  rate  of  unemployment  remains  far  too  high,  it  is  slowly 
moving  in  the  right  direction.  There  have  also  been  appreciable  advances 
in  reducing  the  rate  of  inflation.  The  increase  in  the  consumer  price 
index  was  7  percent  between  December  1974  and  December  1975,  down 
from  a  rate  of  more  than  12  percent  during  the  previous  12  months. 

In  reviewing  1975  it  is  also  wise  to  remember  the  large  number  of 
potentially  serious  economic  problems  that  did  not  materialize.  The 
financial  crisis  that  some  predicted  did  not  occur.  The  rece.ssion  did  not 
deepen  into  a  cumulative  depression.  There  was  no  collapse  in  interna¬ 
tional  trade  and  investment.  The  price  of  bread  never  rose  to  a  dollar, 
nor  did  the  price  of  gasoline.  We  did  not  experience  corrosive  social 
unrest  as  a  consequence  of  our  economic  difficulties.  While  I  do  not 
regard  the  events  of  1975  as  fully  satisfactory  by  any  measure,  we  should 
find  it  reassuring  that  our  economic  system  withstood  severe  strains  and 
displayed  inherent  strengths  during  the  year.  I  am  confident  that  with 
responsible  and  appropriate  policies  we  can  achieve  sustained  economic 
progress  in  the  future. 
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Unfortunately  there  is  no  simple  formula  or  single  act  that  will  quickly 
produce  full  economic  health.  It  has  taken  many  years  for  excessive 
stimulation,  combined  with  external  shocks  like  the  quintupling  of  inter¬ 
national  oil  prices,  to  create  the  economic  difficulties  of  1974  and  1975, 
and  it  will  take  several  years  of  sound  policies  to  restore  sustained, 
noninflationary  growth.  I  will  not  make  promises  which  I  know,  and  you 
know,  cannot  be  kept.  We  must  restore  the  strength  of  the  American 
economy  as  quickly  as  we  can ;  but  in  so  doing  we  cannot  ignore  the  dan¬ 
gers  of  refueling  inflationary  forces,  because  unchecked  inflation  makes 
steady  growth  and  full  employment  impossible.  The  events  of  the  past 
several  years  have  once  again  convincin^y  demonstrated  that  accelerat¬ 
ing  inflation  causes  instability  and  disruptions,  increases  unemployment, 
and  ultimately  precludes  real  prosperity. 

It  is  often  said  that  we  must  choose  between  inflation  and  unemploy¬ 
ment,  and  that  the  only  way  to  reduce  unemployment  is  to  accept  chronic 
inflation  or  rigid  controls.  I  reject  this  view.  Inflation  and  unemploy¬ 
ment  are  not  opposites  but  are  related  symptoms  of  an  unhealthy  econ¬ 
omy.  The  latter  months  of  1 974  illustrate  the  relationship  between  infla¬ 
tion  and  unemployment.  Sharply  rising  prices  created  a  climate  of 
uncertainty  and  were  to  blame  for  part  of  the  massive  reduction  in  the 
purchasing  power  of  household  assets  placed  in  savings  accounts  and 
investment  securities.  In  turn,  consumers  cut  back  on  expenditures;  and 
consequently  inventories,  already  swollen  by  speculative  buying,  backed 
up  in  distribution  channeb.  By  the  early  months  of  1975  there  were  sharp 
cutbacks  in  production  and  employment.  Thus  inflation  played  a  signifi¬ 
cant  part  in  the  surge  of  unemployment,  and  if  we  have  a  new  round  of 
inflation  it  b  likely  to  bring  still  more  unemployment.  Chronically  high 
unemployment  b  an  intolerable  waste  of  human  resources  and  entaib  an 
unacceptable  loss  of  material  production.  Clearly,  we  must  attack  infla¬ 
tion  and  unemployment  at  the  same  time;  our  policies  must  be  balanced. 

My  economic  program  for  1976  has  three  parts:  First,  a  long-term 
continuation  of  the  effort  to  revive  the  American  economy;  second, 
implementation  of  the  many  programs  necessary  to  provide  cushions  for 
the  unemployed  during  the  transition  to  a  healthy  economy;  and  third, 
the  elimination  of  Government  policies  and  institutions  that  interfere 
with  price  flexibility  and  vigorous  competition. 

I.  My  key  economic  goal  b  to  create  an  economic  environment  in 
which  sustainable,  noninflationary  growth  can  be  achieved. 

When  private  spending  is  depressed,  Government  can  properly  absorb 
private  savings  and  provide  fiscal  stimulus  to  the  economy.  But  in  the 
longer  run,  a  viable,  steady  increase  in  prosperity  b  only  p)ossible  if  we 
have  a  vigorous  private  sector.  My  policies  are  designed  to  support  the 
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long-term  growth  of  the  economy  by  fostering  an  environment  in  which 
the  private  sector  can  flourish. 

Increased  capital  formation  is  essential  to  meeting  our  long-term  goals 
of  full  employment  and  noninflationary  growth.  Although  there  is  no 
shortage  of  industrial  capacity  at  the  present  time,  many  of  our  cur¬ 
rent  priorities — to  become  independent  in  energy,  to  improve  the  envi¬ 
ronment,  to  create  more  jobs,  and  to  raise  our  living  standards — require 
increased  investment.  This  means  that  business  investment  in  plant  and 
equipment  as  a  share  of  gross  national  product  must  increase.  We  must 
also  slow  the  growth  of  Federal  spending  in  the  years  immediately  ahead, 
so  that  mounting  claims  by  the  Federal  Government  on  our  economic 
resources  will  not  prevent  an  adequate  flow  of  savings  into  capital 
investments. 

Accordingly,  I  am  recommending  that  budget  savings  be  refunded  to 
the  American  taxpayer  by  means  of  tax  cuts.  I  have  proposed  an  annual 
tax  cut  of  $28  billion  from  1974  levels,  effective  July  1,  1976.  If  we  con¬ 
tinue  in  the  years  ahead  to  pursue  the  kind  of  budgetary  restraint  which 
I  am  recommending,  another  major  tax  cut  will  be  feasible  by  1979.  I 
strongly  believe  that  the  individual  wage  earner  has  the  right  to  spend 
his  own  money  on  the  goods  and  services  he  wants,  rather  than  having 
the  Government  increase  its  control  over  the  disposition  of  his  income. 

II.  Regrettably,  a  full  recovery  of  the  economy  will  take  time.  Overly 
rapid  growth  could  lead  to  a  renewed  increase  in  inflation  that  would 
ultimately  be  self-defeating.  In  the  interim  we  must  be  mindful  of  those 
who  have  lost  their  jobs  or  who  are  in  fear  of  losing  the  jobs  they  hold. 
While  the  problems  of  unemployment  can  be  solved  only  by  restoring  the 
basic  strength  of  our  economy,  the  hardships  of  unemployment  and  inse¬ 
cure  employment  require  immediate  treatment.  In  December  1974  and 
in  March  1975,  I  signed  into  law  major  expansions  in  the  duration  and 
coverage  of  unemployment  insurance.  These  changes  eased  the  finan¬ 
cial  burden  of  3.6  million  Americans  who  were  unemployed  for  a  part 
of  last  year.  Programs  in  my  fiscal  1977  budget  will  also  provide  3.6 
million  Americans  nith  opportunities  for  training  and  employment. 

These  cushions  to  unemployment  should  be  viewed  as  only  temporary 
remedies.  They  are  not  a  substitute  for  productive  jobs  in  the  private 
sector.  The  only  way  that  such  jobs  can  be  produced  is  by  restoring 
the  vitality  of  private  industry,  which  today  employs  five  out  of  six 
American  workers. 

III.  Success  in  promoting  healthy  economic  growth  and  a  vigorous 
private  economy  deptends  to  a  large  extent  on  our  eliminating  Govern¬ 
ment  policies  and  institutions  which  interfere  with  competititMi.  Tradi- 
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tionally  the  American  system  has  relied  on  competiti(xi  to  organize  pro¬ 
duction  and  to  encourage  economic  progress.  The  Government,  how¬ 
ever,  has  attempted  to  correct  imperfections  in  competition  by  regulating 
prices  and  the  quality  of  services  in  many  different  industries.  This 
attempt  has  been  less  than  a  complete  success.  Regulation  has  been 
useful  in  curbing  the  pricing  power  of  certain  monopolies  and  in  foster¬ 
ing  the  growth  of  new  industries,  such  as  air  transportation  in  the  1940s 
and  195Qs.  It  has  also  helped  to  ensure  compliance  with  such  publicly 
determined  social  goals  as  clean  air  and  safe  working  conditions.  But  in 
several  industries,  regulation  has  been  used  to  protect  and  support  the 
growth  established  firms  rather  than  to  promote  competition. 

Over  the  years.  Government  regulation  has  also  had  many  other  un¬ 
desirable  effects.  Besides  reducing  competition  in  many  instances,  it  has 
also  imposed  on  complying  firms  enormous  burdens,  which  raise  busi¬ 
ness  costs  and  consumer  prices. 

Increasing  competition  from  world  markets  and  the  need  to  maintain 
and  improve  the  standard  of  living  of  a  growing  population  require  con¬ 
stant  improvement  of  the  American  market  system.  For  this  reason  I  have 
asked  the  Congress  to  legislate  fundamental  changes  in  the  laws  regulating 
our  railroads,  aiiiines,  and  trucking  firms.  The  new  amendments  will  free 
these  companies  to  respond  more  flexibly  to  market  conditions.  I  have 
also  urged  deregulation  of  the  price  of  natural  gas  and  sought  essential 
pricing  flexibility  for  the  oil  and  electric  utilities  industries.  We  will 
continue  to  improve  all  essential  protection  for  public  health  and  safety, 
trying  at  the  same  time  not  to  increase  unnecessarily  the  cost  to  the  pub¬ 
lic.  My  object  is  to  achieve  a  better  combination  of  market  competition 
and  responsible  Government  regulation.  The  programs  I  have  advanced 
in  recent  months  have  sought  such  a  balance,  and  I  will  continue  this 
course  in  1976. 

Striking  a  new  regulatory  balance  is  likely  to  entail  some  economic  and 
social  costs  during  a  period  of  transition,  and  changes  must  therefore  be 
phased  in  carefully.  In  the  long  run,  however,  a  revitalized  market  system 
will  bring  significant  benefits  to  the  public,  including  lower  prices. 

While  oiu*  p>olicies  focus  primarily  on  the  economy  of  the  United 
States,  we  recognize  that  the  range  of  our  interests  docs  not  stop  at  our 
shores.  The  other  major  countries  of  the  world  are  also  recovering  from 
the  most  serious  recession  they  have  experienced  since  the  1930s.  Their 
first  economic  priority,  like  ours,  is  to  put  their  economies  on  a  sustain¬ 
able,  noninflationary  growth  path.  Success  in  this  endeavor,  more  than 
anything  else,  will  help  developed  and  developing  countries  alike  achieve 
higher  standards  of  living. 
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In  recent  years  the  economies  of  most  nations  suffered  from  extraor¬ 
dinarily  high  inflation  rates,  due  in  large  part  to  the  quintupling  of  the 
world  price  for  oil,  and  then  moved  into  a  deep  recession.  The  simultane¬ 
ity  of  this  experience  demonstrated  once  again  the  strong  interde¬ 
pendence  of  the  world’s  economies.  Individual  countries  have  become 
progressively  more  dependent  on  each  other  as  a  freer  flow  of  goods, 
services,  and  capital  has  fostered  greater  prosperity  throughout  the 
world.  Because  of  this  growing  interdependence,  however,  domestic 
policy  objectives  cannot  be  achieved  efficiendy  unless  we  also  take 
account  of  economic  changes  and  policy  goals  in  other  countries. 

In  recognition  of  our  growing  interdependence,  I  have  consulted 
closely  with  the  heads  of  other  governments,  individually  and  joinUy.  At 
the  Economic  Summit  at  Rambouillet  last  November,  I  met  with  the 
heads  of  government  of  five  other  major  industrial  countries.  There  we 
laid  the  foundation  for  closer  understanding  and  consultation  on  eco¬ 
nomic  policies.  During  1975  we  also  began  discussions  on  international 
cooperation  with  both  the  developed  and  the  less  developed  countries. 
This  dialogue  will  assure  a  better  mutual  understanding  of  our  problems 
and  aspirations.  Finally,  I  have  agreed  with  my  foreign  colleagues  that,  in 
order  to  create  the  proper  conditions  for  lasting  and  stable  growth,  we 
must  take  important,  cooperative  steps  in  monetary  matters,  trade,  and 
energy.  We  have  directed  our  trade  officials  to  seek  an  early  conclusion  to 
the  continuing  negotiations  on  liberalization  of  trade.  This  month  in 
Jamaica  we  reached  significant  agreements  on  strengthening  the  interna¬ 
tional  monetary  system  and  providing  increased  support  for  the  develop¬ 
ing  countries.  We  have  also  begun  to  cooperate  more  closely  with 
oil-consuming  countries  in  the  effort  to  become  less  dependent  on  im¬ 
ported  energy.  I  intend  to  consolidate  and  build  upon  this  progress  in 
1976. 

Of  central  concern  both  here  and  abroad  is  U.S.  energy  policy.  With¬ 
out  a  vigorous  and  growing  industry  supplying  domestic  energy,  much  of 
our  industrial  development  in  the  next  10  years  will  be  uncertain.  And 
unless  we  can  reduce  our  dependency  on  Middle  East  oil,  we  will  not 
have  a  sound  basis  for  international  cooperation  in  the  development  of 
new  fossil  fuel  and  other  energy  sources. 

As  an  initial  step  toward  greater  self-sufficiency,  I  signed  the  Energy 
Policy  and  Conservation  Act  in  December  1975.  I  concluded  that  this 
act,  though  deficient  in  some  respects,  did  provide  a  vehicle  for  mov¬ 
ing  us  toward  our  energy  goals.  With  this  mechanism  the  price  of  petro¬ 
leum  can  be  allowed  to  rise  to  promote  domestic  supply  and  to  restrain 
consumption.  At  the  end  of  40  months,  under  the  act,  I  may  remove 
price  controls  altogether,  and  I  will  utilize  the  provisions  of  the  act  to 
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move  toward  a  free  market  in  petroleum  as  quickly  as  is  possible  and 
consistent  with  our  larger  econcmiic  goab.  The  act  offers  flexil^ty, 
which  I  have  already  used  to  start  dismantling  price  controls  and  allo¬ 
cation  arrangements  in  fuel  markets  where  no  shortages  exist.  The  legis¬ 
lation  also  establishes  a  national  strategic  petroleum  reserve  which  will 
make  our  supply  of  energy  more  secure  and  give  other  nations  less  in¬ 
ducement  to  impose  an  oil  embargo. 

Measures  crucial  to  our  energy  future  still  remain  to  be  enacted,  how¬ 
ever.  Natural  gas  deregulation  is  now  the  most  pressing  of  the  issues  on 
energy  before  the  Congress:  shortages  grow  year  by  year,  while  the 
coimtry  waits  for  more  testimony  on  supply  and  demand,  or  waits  for 
extremely  expensive  new  synthetic  gas  plants  to  replace  the  natural  gas 
productitm  choked  off  by  price  controls.  I  urge  the  Congress  to  make 
deregulation  (rf  new  natural  gas  one  of  its  first  objectives  in  1976.  The 
legislation  I  have  proposed  in  order  to  assure  adequate  supplies  of  fuel 
for  nuclear  power  plants  is  also  critical.  If  we  are  to  improve  our  energy 
situation,  these  measures  are  necessary.  They  will  also  reinforce  our  ef¬ 
forts  to  remove  unnecessary  and  deleterious  Government  interference  in 
economic  activities  where  the  consumer  is  adequately  protected  by  market 
forces. 

A  year  ago  I  said,  “The  year  1975  must  be  the  one  in  which  we  face 
our  economic  problems  and  start  the  course  toward  real  scduticms.”  I  am 
pdeased  with  the  beginning  we  have  made.  The  course  is  a  long  one,  but 
its  benefits  for  all  Americans  make  the  journey  worthwhile.  The  year 
1976  must  be  one  in  which  we  will  continue  our  progress  toward  a  better 
life  for  all  Americans. 


January  26,  1976. 
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LETTER  OF  TRANSMITTAL 


Council  of  Economic  Advisers, 
Washington,  D.C.,  January  22, 1976. 

The  President: 

Sir:  The  Council  of  Economic  Advisers  herewith  submits  its  Annual 
Report,  January  1976,  in  accordance  with  Section  4(c)  (2)  of  the  Employ¬ 
ment  Act  of  1946. 

Respectfully, 


CUm^2 — 


Paul  W.  MacAvoy. 


Burton  G.  Malkiel. 
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CHAPTER  1 


Economic  Policy  and  Oudook 

The  U.S.  economy  is  now  recovering  from  the  most  severe  recession 
in  postwar  history.  Spurred  by  a  lower  inflation  rate,  tax  cuts,  and 
increasing  employment,  significant  gauns  have  already  been  made  in  the 
purchasing  power  of  consumers.  Production  has  been  rising  rapidly  since 
the  spring  of  last  year.  But  because  this  recovery  started  from  very  low  leveb 
of  resource  utilization,  unemployment  will  almost  surely  remain  distressingly 
high  this  year  even  though  large  gains  in  employment  are  expected  during 
1976.  The  social  hardships  and  economic  waste  associated  with  the  current 
level  of  unemployment  should  not  be  underestimated.  Accordingly,  we  must 
seek  to  lower  unemployment  as  rapidly  as  is  consistent  with  the  need  to 
ensure  that  the  reductions  will  be  lasting.  Policies  that  might  speed  the 
decline  in  unemployment  in  the  short  run  should  not  be  so  expansionary  as 
to  lead  to  increased  instability  and  greater  social  hardships  in  the  long  run. 
Thus,  policies  for  1976  must  attempt  to  sustain  the  recovery  now  in  pro¬ 
gress  but  at  a  pace  sufficiendy  moderate  to  prevent  renewed  imbalances  and 
a  rise  in  inflation.  They  must  also  continue  to  mitigate  the  hardships  associ¬ 
ated  with  high  unemployment.  At  the  same  time,  our  present  policies  must 
lay  the  foundations  for  a  long  period  of  steady  growth. 

THE  NEED  FOR  A  DURABLE  RECOVERY 

Because  we  began  the  present  recovery  with  more  slack  than  in  any  of 
the  previous  postwar  cycles,  a  much  longer  period  of  above-average  growth 
will  be  required  for  a  return  to  full  resource  utilization.  Even  under  the  best 
of  circumstances  the  return  to  full  employment  cannot  realistically  be  ac¬ 
complished  this  year  or  next.  To  ensure  that  we  return  to  high  levels  of 
resource  utilization — as  is  our  objective — the  recovery  must  therefore  be 
a  durable  one. 

Our  best  estimate  is  that  real  gross  national  product  (GNP)  will  be  6  to 
6/4  percent  higher  in  1976  than  in  1975.  This  growth  rate  is  not  a  goal. 
Rather,  it  is  a  projected  outcome  of  the  forces  of  recovery  that  were  set  in 
motion  in  1 975,  by  stimulative  fiscal  measures,  by  a  return  of  consumer  and 
business  confidence,  and  by  external  economic  factors  discussed  else¬ 
where  in  this  Report.  The  availability  of  much  unemployed  labor  and 
unused  plant  capacity  requires  that  economic  policy  should  continue 
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to  support  an  economic  expansion  at  growth  rates  significantly  above 
the  long-term  growth  of  capacity  output.  But  our  knowledge  of  the 
interdependence  between  real  growth  and  inflation  is  not  sufficiently 
precise  to  permit  a  direct  translation  from  general  goals  to  specific  targets. 
As  a  consequence,  policies  cannot  be  designed  to  reach  any  particular 
targets  with  a  high  degree  of  confidence.  We  believe,  however,  that 
policies  consistent  with  a  moderate  but  sustained  recovery  offer  a  far 
safer  and  surer  route  to  full  employment  than  policies  which  attempt  to 
engineer  a  very  rapid  return  to  full  capacity.  What  we  need  is  a  durable 
recovery — not  a  boom  that  carries  the  seeds  of  renewed  instability  in  prices, 
incomes,  and  employment.  Our  view  is  based  on  several  considerations. 

The  difficult  inflationary  period  through  which  we  have  come  makes 
it  likely  that  overly  expansionary  policies,  which  risk  increasing  inflationary 
pressures,  will  quickly  influence  consumers’  and  producers’  expectations.  It  is 
a  harsh  fact  of  economic  life  that  expectations  of  inflation  are  built  into 
labor  and  other  contracts  in  such  a  way  as  to  be  partly  self-fulfilling. 
Moreover,  increased  inflationary  expectations  could  restrain  both  con¬ 
sumption  and  investment  expenditures  and  thus  jeopardize  long-term 
economic  goals.  High  and  variable  rates  of  inflation  not  only  create 
imbalances  and  sectoral  distortions  by  capriciously  changing  the  real 
value  of  existing  contracts,  but  they  also  raise  risk  premiums  in  invest¬ 
ment  decisions  and  in  w'age  bargains.  As  such,  inflation  could  p>ose  a  major 
threat  to  the  viability  of  the  present  recovery.  Policies  that  are  perceived  to 
entail  higher  inflation  risks  may  not,  therefore,  affect  economic  activity 
and  employment  in  a  way  that  would  normally  be  expected.  Even  if  such 
policies  should  succeed  in  accelerating  the  recovery  in  the  short  run,  it 
would  be  difficult  to  decelerate  from  unusually  rapid  growth  rates  to  sus¬ 
tainable  rates  without  running  the  risk  of  amplifying  future  fluctuations 
in  economic  activity. 

There  is  a  lesson  to  be  drawn  from  past  policy  mistakes.  The  history 
of  monetary  and  fiscal  policies  demonstrates  that  we  have  a  great  deal 
to  learn  about  implementing  discretionary  policy  changes.  Our  ability 
to  forecast  is  at  best  imperfect,  especially  in  an  increasingly  complex  and 
interdependent  world,  and  the  difficulties  in  forecasting  grow  larger  as 
we  extend  the  period  for  which  the  forecast  is  made.  This  is  a  significant 
problem  because  of  the  time  lags  involved  in  altering  the  pace  of  eco¬ 
nomic  activity  through  discretionary  monetary  and  fiscal  actions.  There 
is  a  perception  lag  in  diagnosing  the  problem,  a  reaction  lag  in  selecting 
the  appropriate  response,  and  an  implementation  lag  in  having  the  policy 
prescription  accepted  and  put  into  effect  through  our  political  and  admin¬ 
istrative  processes. 

We  also  lack  reliable  estimates  of  how  long  it  takes  before  the  economy 
responds  to  policies  once  they  are  undertaken  and  how  large  the  response 
will  be.  This  is  especially  true  now  because  the  high  rates  of  inflation  in 
recent  years  have  made  price  expectations  a  much  more  important  deter- 
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minant  of  consumer  and  business  behavior  than  they  formerly  svere,  but 
there  has  not  been  sufficient  experience  to  pin  down  how  inflationary 
processes  affect  key  relationships  within  the  economy.  With  respect  to  fiscal 
policy  there  is  the  additional  complication  that  countercyclical  increases  in 
Government  expenditures  are  difficult  to  check  during  later  upswings.  Be¬ 
cause  countercyclical  policy  changes  may  be  slow  to  take  hold  and  then 
hard  to  reverse,  their  effects  may  extend  well  past  the  time  when  they  are 
most  needed.  Consequently  a  significant  danger  exists  that,  instead  of 
smoothing  economic  fluctuations,  discretionary  changes  in  policy  aimed  at 
demand  management  may  themselves  become  a  source  of  economic 
instability. 

The  proper  conclusion  is  not  that  we  should  forswear  the  use  of  dis¬ 
cretionary  policy.  Some  external  shocks  to  the  economic  system  can  and 
should  be  offset.  Furthermore,  provided  the  growth  in  Federal  outlays 
becomes  more  moderate  than  in  the  years  just  past,  occasional  discre¬ 
tionary  adjustments  of  the  income  tax  schedules  are  called  for  in  order 
to  prevent  excessive  growth  in  Federal  taxes.  In  fact  these  changes  may 
have  to  be  more  frequent  if  the  rate  of  inflation  continues  at  a  somewhat 
higher  average  level  than  at  comparable  levels  of  economic  activity  in  the 
past.  Thus,  discretionary  policies  do  have  an  important  function  in  our 
economic  system.  But  we  must  be  mindful  of  the  great  difficulties  in  success¬ 
fully  executing  countercyclical  policies. 

What  is  called  for  in  our  judgment  is  a  steadier  course  in  macroeco¬ 
nomic  policies  than  has  been  followed  in  the  past.  We  should  set  policies 
broadly  consistent  with  sustainable  long-term  noninflationary  growth  and 
try  to  limit  the  size  and  duration  of  any  policy  deviations  that  prcwnise 
short-term  benefits  but  risk  interfering  with  our  long-run  goals.  The  severity 
of  the  recent  recession  does  call  for  maintaining  stimulative  economic 
policies  to  accommodate  an  e:<pansion  of  real  output  at  a  rate  above  that 
sustainable  in  the  long  run.  But  departures  from  the  policies  that  are  appro¬ 
priate  in  the  long  run  should  be  moderate.  If  we  do  not  commit  ourselves 
to  a  gradual  recovery  over  a  period  of  years,  we  may  increase  economic 
instability  and  lose  our  chance  for  sustainable  growth,  which  we  believe 
offers  the  safest  and  surest  route  to  full  employment  in  future  years. 

MONETARY  AND  FISCAL  POLICIES 

It  is  much  easier  to  enunciate  the  general  principle  of  stability  in  policy 
than  to  apply  it  to  specific  circumstances.  The  challenge  to  current  monetary 
and  fiscal  policy  is  to  set  the  stage  for  a  gradual  transition  from  stimulation, 
which  is  still  needed  in  the  current  year,  to  a  set  of  policies  appropriate 
for  long-run  growth. 

The  monetary  authorities  recognize  that  the  present  levels  of  output  and 
employment  are  still  very  far  from  satisfactory.  Yet  concern  with  the  achieve¬ 
ment  of  greater  economic  stability  in  future  years  suggests  that  any  rate  of 
growth  in  money  which  is  at  the  upper  limit  of  the  tolerance  range  an- 
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nounced  by  the  Federal  Reserve  (7J4  percent  for  Mj,  IO/2  percent  for  M2), 
could  not  be  maintained  indefinitely  if  progress  toward  lower  inflation  rates 
is  to  continue. 

The  thrust  of  fiscal  policy  will  also  have  to  change  gradually.  Fiscal  policy 
became  more  expansionary  when  the  recession  worsened  and  unemployment 
mounted  in  1974  and  in  early  1975.  Over  the  near  term,  these  expansionary 
fiscal  policies  will  be  maintained  as  most  of  the  provisions  of  the  Tax  Reduc¬ 
tion  Act  of  1975  have  been  extended  from  the  end  of  last  year  to  the  middle 
of  this  year  through  the  Revenue  Adjustment  Act  of  1975.  Well  before  pas¬ 
sage  of  that  act,  the  President  directed  the  Office  of  Management  and 
Budget  to  examine  ways  to  slow  the  growth  in  Federal  expenditures  so  as  to 
prevent  further  increases  in  the  Government’s  role  in  allocating  our  resources. 
He  further  directed  that  any  savings  be  refunded  to  taxpayers  in  order  to 
maintain  gains  in  private  purchasing  power  and  employment.  The  budget 
which  the  President  has  proposed  provides  for  a  marked  deceleration  in  the 
growth  of  Federal  spending,  as  outlays  are  to  be  held  to  $394  billion  in  fiscal 
1977,  which  ends  in  September  of  next  year.  Starting  in  July  1976,  taxes  are 
to  be  cut  by  about  $28  billion  relative  to  what  they  would  be  under  1974  law. 
Because  of  the  recovery.  Federal  receipts  are  then  expected  to  grow  over 
three  times  as  fast  as  outlays  between  fiscal  1976  and  fiscal  1977  causing  the 
deficit  to  fall  by  more  than  $30  billion.  However,  the  full-employment  bal¬ 
ance  on  a  national  income  accounts  basis,  will  show  little  change  during  cal¬ 
endar  1976  from  the  $6-billion  deficit  estimated  for  the  second  half  of  last 
year.  In  this  way  the  fiscal  policy  stimulus  will  be  maintained  throughout 
1976.  It  will  then  be  reduced  in  1977  because  of  the  proposed  increase  in 
social  security  tax  rates  and  the  much  faster  rise  in  individual  income  tax 
receipts  than  Federal  expenditures. 

At  the  present  time,  with  substantial  reserves  of  labor  and  capacity  avail¬ 
able,  consumption  and  investment  are  complements,  not  substitutes.  In¬ 
deed,  public  expenditures  in  excess  of  tax  receipts  are  needed  to  absorb  the 
excess  of  private  saving  over  private  investment  demand  at  current  levels 
of  economic  activity.  In  1977  and  beyond,  however,  private  investment  and 
publicly  supported  consumption  will  become  increasingly  competitive.  To 
avoid  inducing  a  policy  and  output  mix  that  is  incompatible  with  the  re¬ 
quirements  of  long-term  economic  growth,  fiscal  stimulus  must  be  diminished 
gradually  during  coming  years.  Without  greater  fiscal  restraint,  the  sav¬ 
ing  flows  available  for  private  capital  formation  might  eventually  become  too 
small.  Furthermore  the  danger  of  intensifying  inflationary  pressures  under 
such  conditions  would  preclude  expanding  the  money  supply  sufficiently  to 
finance  both  the  Government  deficits  and  the  needed  improvements  and 
growth  in  our  industrial  capacity. 

It  is  this  public-versus-private  allocation  problem  to  which  the  Presi¬ 
dent’s  program  tying  a  $28-billion  cut  in  the  growth  of  Federal  outlays  to  a 
comparable  cut  in  taxes  is  addressed.  The  source  of  the  problem  has  been 
the  rapid  growth  in  nondefense  budget  expenditures  in  recent  years.  During 
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the  1960s  some  growth  in  the  share  of  national  resources  allocated  to  the  non¬ 
defense  expenditures  of  the  Federal  Government  was  considered  desirable  in 
order  to  alleviate  poverty  and  to  accomplish  other  important  social  goals. 
Further  growth  in  the  ratio  of  public  expenditures  to  total  output,  however, 
directly  bears  on  fundamental  issues  concerning  the  efficiency  of  the  econ¬ 
omy,  equity  for  the  working  px>pulation,  and  the  scop)e  for  private  decision 
making  in  our  economy. 


ENERGY  POLICIES 

The  Energy  Policy  and  Conservation  Act  enacted  in  the  closing  days  of 
1975  initially  reduces  the  price  of  crude  oil  produced  domestically,  but 
its  immediate  effect  on  the  prices  of  petroleum  products  is  still  uncertain. 
Under  this  act  the  1976  rate  of  increase  in  the  average  price  received  for 
domestically  produced  crude  oil  will  equal  the  percentage  rise  in  the  GNP 
deflator  between  preceding  quarters.  An  additional  3  percent  increase  can 
be  granted  during  1976  upon  a  Presidential  finding  that  this  increase  will 
stimulate  the  supply  of  domestic  petroleum.  However,  the  total  price  in¬ 
crease  may  not  exceed  10  percent  during  the  first  year.  The  act  also  author¬ 
izes  the  President  to  propose  further  oil  price  increases,  subject  to  disapproval 
by  either  House  of  Congress.  Oil  price  controls  are  no  longer  mandated  40 
months  after  the  date  of  enactment,  but  the  act  itself  is  in  force  for  5  years. 
Government  controls  on  the  prices  of  individual  petroleum  products  and  on 
the  allocation  of  these  products  among  consumers  can  be  removed  under 
authority  granted  by  the  legislation. 

The  $2  per  barrel  s]3ecial  import  fee  on  crude  oil  was  removed  in  De¬ 
cember  of  last  year.  In  conjunction  with  the  rollback  of  domestic  crude 
prices  at  the  start  of  1976,  this  is  expected  to  cause  the  average  price  of 
crude  oil  entering  refineries  to  be  somewhat  lower  during  1976  than  it  was  in 
1975,  despite  the  increase  in  world  market  prices.  Furthermore,  because  the 
initial  price  rollback  mandated  by  the  new  law  will  probably  not  be  fully  offset 
by  price  increases  authorized  later  in  1976,  the  average  price  received  by 
domestic  producers  at  the  end  of  1976  will  most  likely  still  be  slightly  below 
that  received  by  them  at  the  end  of  1975.  Whether  domestic  oil  prices  ap¬ 
proach  world  market  levels  by  1979,  when  controls  may  be  removed,  dejjends 
on  foreign  pricing  behavior  and  on  the  extent  to  which  the  authority  provided 
in  the  act  is  used  to  obtain  higher  prices  for  domestic  production. 

While  the  Energy  Policy  and  Conservation  Act  clarified  the  near-term  out¬ 
look  for  domestic  oil  prices,  the  outlook  for  both  the  price  and  the  supply  of 
natural  gas  remains  uncertain.  Adequate  supplies  of  natural  gas  may  not  be 
available  in  1976  and  beyond.  Severe  curtailments  of  gas  supplies  to  indus¬ 
try  were  avoided  in  both  1974  and  1975  because  unusually  warm  weather 
and  the  low  level  of  economic  activity  reduced  demand.  Nonetheless,  the 
volume  of  curtailments  rose  in  each  of  those  years  and  will  almost  certainly 
rise  in  1976  as  well.  When  shortages  do  occur,  some  of  their  harmful  effects 
can  be  alleviated  temporarily  by  emeigency  procedures  adopted  by  the  Fed- 
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eral  Power  CommissicMi,  but  more  fundamental  changes  are  necessary. 
Deregulation  of  the  price  of  new  natural  gas,  as  proposed  by  the  Administra¬ 
tion  and  accepted  by  the  Senate  in  1975,  would  redirect  supplies  toward  their 
most  valuable  uses,  increase  incentives  to  enlarge  future  supplies,  and  lead 
to  reduced  imports  of  oil  and  liquid  natural  gas. 

THE  OUTLOOK 

The  policies  outlined  above  should  sustain  the  recovery  in  the  near  term 
while  providing  the  foundations  for  sound  growth  over  the  longer  term. 
With  real  GNP  estimated  to  grow  by  6-65/a  percent  from  1975  to  1976, 
the  unemployment  rate  should  fall  by  almost  a  full  percentage  point.  The 
rate  of  inflation  is  expected  to  continue  with  little  change  from  late  1975 
throughout  this  year;  and  hence  the  GNP  deflator,  which  had  risen  by  9  per¬ 
cent  from  1974  to  1975,  should  rise  by  only  about  6  percent  from  1975  to 
1976. 

Thus  far  the  recovery  has  been  accelerated  by  a  very  sharp  change  in 
the  behavior  of  inventories,  while  real  final  sales  have  shown  fairly  steady 
growth  since  the  first  quarter  of  last  year.  As  detailed  in  Chapter  2,  the 
sudden  cessation  of  high  rates  of  inventory  liquidation  in  mid- 1975  accounted 
for  a  substantial  part  of  the  growth  in  real  GNP  during  the  last  half  of 
that  year.  The  bulk  of  excess  inventories  appears  to  have  been  worked  off,  and 
more  normal  rates  of  inventory  accumulation  should  become  evident  in  1976. 
Nevertheless,  year  over  year,  almost  1 54  percentage  px>ints  of  the  growth  in 
real  GNP  will  still  be  due  to  the  inventory  swing.  Once  inventories  reach 
desired  levels,  the  continued  strength  of  the  recovery  will  depend  on  the  vigor 
of  final  demand  for  goods  and  services. 

CONSUMPTION 

Personal  consumption  expenditures  are  exp>ected  to  impart  considerable 
strength  to  the  economy.  During  1976  consumption  is  projected  to  rise  by 
almost  6  percent  in  real  terms,  compared  with  3.9  percent  during  1975, 
yielding  a  year-to-year  increase  of  5  percent.  A  close  to  6  percent  rise  during 
1976  is  consistent  with  about  5  percent  growth  in  real  disposable  income,  be¬ 
cause  the  average  saving  rate  is  projected  to  fall  below  the  abnormally  high 
854  p>ercent  level  registered  last  year.  A  gradual  decline  in  the  saving  rate  is 
predicated  on  year-over-year  declines  in  the  rate  of  increase  in  consumer 
prices  and  in  unemployment  and  layoff  rates.  Even  so,  the  saving  rate  for 
1976  is  exp>ected  to  remain  above  its  7  percent  average  for  the  previous  cycle 
(1969-73). 

Recent  exp)erience  suggests  that  consumers  react  to  heightened  inflationaiy 
exp>ectations  by  saving  more,  rather  than  by  advancing  their  purchases  of 
storable  conunodities.  Thus  we  exp)ect  a  fall  in  desired  saving,  or  a  rise 
in  the  prop)ensity  to  consume,  as  lower  inflation  rates  are  incorpx>rated 
into  consumer  expectations.  Uncertainties  which  tend  to  reduce  consumptiim 
are  also  created  by  high  unemployment  rates  and  particularly  by  high  rates 
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of  job  layoffs.  As  the  unemployment  rate  and  layoff  rate  continue  to  recede,  I 

we  would  therefore  expect  an  alleviation  of  concern  about  job  security  i 

to  manifest  itself  in  reduced  saving  and  higher  consumption  in  the  house-  ! 

hold  sector.  Increased  consumer  confidence  and  lower  saving  rates  may  also 
result  from  the  partial  restoration  during  1975  of  the  real  financial  assets  of 
households,  which  had  eroded  severely  in  1973  and  1974.  s 

Consumer  expenditures  on  durable  goods  should  increase  much  more  [ 

rapidly  than  spending  on  nondurables  and  services.  The  expected  rise  in  i 

automobile  production  and  purchases  could  become  steeper  in  the  second  ! 

half  of  this  year,  when  1977  models  with  substantially  improved  fuel  economy  i 

and  engineering  features  are  scheduled  for  introduction.  Sales  of  furniture  ! 

and  household  equipment  should  be  stimulated  by  the  projected  rise  in  hous-  I 

ing  completions.  I 

In  1975  over  one-third  of  the  $91-billion  growth  in  personal  income  from 
1974  was  due  to  the  rise  in  government  transfer  payments.  Disposable  income 
grew  proportionately  more  than  personal  income  because  of  the  Tax  Reduc¬ 
tion  Act  of  1975.  From  1975  to  1976,  government  transfer  payments  and  dis¬ 
posable  income  should  both  grow  less  rapidly  than  personal  income  in  spite 
of  the  additional  tax  cuts  accruing  from  adoption  of  the  President’s  budget 
program.  Hence,  while  the  growth  in  personal  consumption  expenditures  led 
the  recovery  in  hnal  sales  that  started  early  last  year,  the  role  of  continuing 
the  recovery  beyond  1976  must  increasingly  be  taken  over  by  6xed  invest¬ 
ment. 

NONRESIDENTIAL  FIXED  INVESTMENT 

Nonresidential  hxed  investment  normally  lags  in  economic  recoveries,  and 
it  is  likely  to  do  so  again.  Nevertheless  we  expect  some  strength  to  develop 
in  business  investment  in  the  course  of  1976,  on  the  assumption  that  sub¬ 
stantial  modernization  in  plant  smd  facilities  will  be  planned  and  readily 
hnanced.  A  sustained  rise  in  profits,  retained  earnings,  and  cash  flow  in  this 
year  and  next  should  allow  the  share  of  business  fixed  investment  in  GNP 
to  continue  to  grow,  even  as  debt-equity  ratios  are  reduced  toward  desired 
levels. 

According  to  a  recent  survey  conducted  by  the  Department  of  Com¬ 
merce,  businesses  plan  to  increase  capital  spending  by  5^2  p)ercent  from  1975 
to  1976.  Assuming  that  prices  of  capital  goods  rise  by  about  6-7  p>ercent  pwr 
annum,  this  implies  a  decline  in  real  business  6xed  investment  which 
is  inconsistent  with  past  behavior  during  comparable  stages  of  recovery. 

During  the  early  stages  of  recoveries,  businesses  usually  underestimate  the 
strength  of  Bnal  sales.  Even  though  the  present  recovery  started  from  a  lower 
measured  rate  of  capacity  utilization  than  previous  recoveries,  businesses  are 
likely  to  sp>end  more  on  new  plant  and  equipment  in  1976  than  they  ex- 
p>ected  at  the  start  of  this  year,  and  the  year-to-year  rise  could  be  as  high  as 
4-5  percent  in  real  terms,  or  approximately  8  percent  from  the  second  half 
of  1975  to  the  second  half  of  1976.’ 
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While  the  previous  cyclical  lows  in  the  Federal  Reserve’s  capacity  utiliza¬ 
tion  index  for  manufacturing  were  75  percent  in  both  1958  and  1971,  this 
index  fell  to  less  than  70  percent  in  1975.  In  recent  years,  however,  the  rate 
of  economic  obsolescence  of  existing  plant  and  equipment  may  have  acceler¬ 
ated  because  the  desired  combinations  of  inputs,  outputs,  and  production 
techniques  have  been  altered  by  recent  sharp  changes  in  relative  costs  and 
prices.  For  this  reason  the  exceptionally  high  level  of  spare  capacity  in  the 
present  recovery  is  expected  to  have  less  effect  in  slowing  the  recovery  of 
investment  spending  from  its  current  low  level.  Partly  because  of  the  need 
for  modernization,  investment  in  equipment  is  expected  to  rise  faster  than 
investment  in  structures.  In  the  nonmanufacturing  sector,  public  utilities 
believe  that  investment  will  rise  significantly  this  year  after  a  rapid  increase 
in  starts  and  in  carryover  of  investment  projects  from  last  year. 

Even  if  real  business  fixed  investment  grows  by  as  much  as  8  percent  from 
the  second  half  of  1975  to  the  second  half  of  this  year,  the  growth  rate  will  be 
low  by  historical  standards.  Table  1  shows  that  the  ratio  of  real  business  fixed 
investment  to  GNP  would  grow  no  faster  than  in  preceding  recoveries  and 
would  still  be  only  9.4  percent  in  the  second  half  of  1976.  This  is  particularly 
disappointing  since  it  is  shown  later  in  this  chapter  that  higher  ratios  of 
business  fixed  investment  to  GNP  are  likely  to  be  necessary  in  future  years  if 
the  capital  required  for  an  eventual  return  to  high  employment,  greater 
energy  independence,  and  a  cleaner  environment  is  to  be  in  place  by  the  end 
of  1980.  Some  further  growth  in  the  share  of  profits  in  national  income  may 
be  required  before  the  share  of  business  fixed  investment  in  GNP  can  rise. 

The  cyclical  rebound  in  the  profit  share  that  started  in  1975  is  expected  to 
continue  in  1976;  and  equally  important,  the  share  of  book  profits  accounted 
for  by  inventory  profits  will  remain  low.  Since  inventory  profits,  which  are 
realized  mainly  by  firms  using  the  first  in,  first  out  (FIFO)  method  of 
inventory  accounting,  are  part  of  taxable  book  profits,  their  taxation  reduces 


Table  1. — Grouith  rates  of  real  husiruss  fixed  investment  and  change  in  its  share  in  real  gross 
national  product  in  recovery  periods,  1955-76 
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(percent) 

Shares  of  real  business  fixed 
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Change  In 
share 
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points) 

From  a  year  earlier  to; 

19SSIV-1956I _ _ _ 

1 

8.9  to  9.7 

0.8 

8.4  to  8.9 

.5 

8.7  to  9.0 

.3 

9.8  to  9.9 

.1 

9.2  to  9.4 

.2 

•  ChaiiM  from  Mf  yMr  foliovirinf  cydicti  tro«i|h  qiiaitor  to  corrosponding  period  i  yoor  lotor. 

Tho  foflowing  quartors  oro  thooo  tMinaled  as  cyaicai  troughs  by  tho  National  Bureau  of  Economic  Rasoarch  (NBER): 
19S4  III,  1958  II,  and  1961 1.  Subsequent  trough  quartars  aro  assumed  to  bo  1970  IV  and  1975 11  as  NBER  has  not  dos- 
iBRatid  those  quartan  u  cyclical  troughs. 

>  Sharas  for  the  two  half  yean  used  in  computing  the  growth  rates  in  column  1. 

>  Projactlon. 

Sources:  Dapartmant  of  Commerce  (Bureau  of  Economic  Analysis)  and  National  Bureau  of  Economic  Research. 
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cash  flow  available  for  the  expansion  of  both  fixed  and  working  capital.  If 
inventory  profits  should  be  more  than  $20  billion  lower  in  1976  than  in 
1974,  as  we  expect,  nonfinancial  corporations  will  save  at  least  $8  billion  in 
taxes,  or  about  three  times  as  much  as  the  annual  tax  savings  from  the 
higher  investment  tax  credits  provided  in  1975  and  1976.  Even  more  impor¬ 
tant,  operating  profits  may  be  increasing  by  over  25  percent  from  1975  to 
1976,  more  than  twice  as  fast  as  national  income,  while  dividends  will  rise 
less  than  profits.  The  resulting  level  of  corporate  cash  flow,  excluding 
inventory  profits,  may  be  about  equal  to  the  total  fixed  investment  in  depreci¬ 
able  assets  projected  for  nonfinancial  corporations  in  1976.  Adjusted  for 
inventory  profits,  the  contribution  of  cash  flow  has  not  been  this  high  since 
1965,  although  internally  generated  funds  generally  matched  annual  pur¬ 
chases  of  physical  assets  from  1955  to  1%5.  The  gain  in  cash  flow  would 
be  all  the  more  impressive  since  net  interest  paid  by  nonfinancial  corporations 
is  expected  to  be  about  six  times  as  large  in  1976  as  it  was  in  1%5.  This  rapid 
growth  in  interest  payments  is  attributable  to  higher  inflation  premiums  in 
interest  rates  and  to  the  sharp  expansion  in  corporate  debt  over  the  past 
decade. 

HOUSING  AND  RESIDENTIAL  INVESTMENT 

In  the  past,  changes  in  the  supply  of  mortgage  credit  rather  than  changes 
in  demand  have  frequently  dominated  short-run  movements  in  housing 
starts.  But  in  1975  demand  factors,  not  the  unavailability  of  mortgage 
credit,  weakened  the  recovery  in  housing.  In  spite  of  large  savings  inflows  into 
the  thrift  institutions,  mortgage  interest  rates  have  declined  little  during  the 
past  year.  The  liquidity  of  the  thrift  institutions  is  expected  to  remain  high 
in  1976,  but  the  high  stock  of  unsold  new  single-family  homes  and  rapid 
cost  increases,  particularly  in  the  land  and  materials  components  of  home 
prices,  suggest  that  there  may  be  only  a  small  further  rise  in  single-family 
starts.  On  the  other  hand,  the  recovery  of  multifamily  starts  from  the 
extremely  depressed  levels  of  1975  should  begin  to  accelerate  in  1976, 
spurred  in  part  by  the  $3  billion  in  mortgage  commitment  funds  at  714 
percent  interest  released  by  the  Government  National  Mortgage  Association 
in  January  1976.  Thus  total  housing  starts  should  reach  a  level  of  about  1^ 
million  units  by  year-end,  and  the  real  value  of  residential  construction  is 
expected  to  rise  by  about  30  percent  from  1975  to  1976,  on  the  strength  of 
an  almost  40  percent  rise  in  housing  starts. 

Household  formation  rates,  the  demographic  structure  of  households,  and 
prospective  attrition  in  the  existing  housing  stock  are  the  factors  most 
important  to  the  long-run  outlook  for  housing  starts.  During  the  first  half  of 
the  seventies,  the  average  annual  increase  in  the  number  of  households  was 
approximately  1.5  million.  According  to  the  Census  Bureau’s  middle  pro¬ 
jection  (Series  B),  the  number  of  households  is  expected  to  continue  to 
grow  at  this  rate  during  the  remainder  of  the  seventies.  The  demand  for 
new  dwelling  units  will  be  raised  further  by  normal  growth  in  the  number 
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of  vacant  units  and  second  homes,  by  the  demolition  of  old  units,  and 
by  other  losses,  including  conversion  to  other  uses. 

It  has  been  estimated  that  since  the  Korean  war  0.8  percent  of  the  housing 
stock  has  been  replaced  each  year  on  the  average,  but  in  recent  years  exist¬ 
ing  units  have  become  more  profitable  to  retain.  The  costs  of  new  construc¬ 
tion  and  new  financing  have  risen  faster  than  most  other  costs;  and  sewer 
moratoriums,  land  use  controls,  and  zoning  and  environmental  restrictions 
have  also  limited  new  supplies.  Thus  the  1.7-1. 8  million  starts  projected  for 
the  end  of  1976  may  not  be  far  below  what  may  become  normal  levels  if 
replacement  demands  should  decline. 

Most  of  the  growth  in  housing  starts  during  the  current  year  is  projected 
to  come  from  multifamily  starts.  In  future  years  such  starts  could  account 
for  35-40  percent  of  the  total,  excluding  mobile  homes,  compared  with  only 
about  24  percent  in  1975.  The  proportion  of  households  and  primary  indi¬ 
viduals  owning  homes  may  grow  only  slightly  in  coming  years,  and  the  re¬ 
placement  rate  of  multifamily  units  may  be  larger  than  that  of  single-family 
units.  Moreover  the  declining  average  size  of  households  and  the  continuing 
adjustment  to  sharply  higher  energy  and  land  prices  will  favor  the  growth 
of  multiple-dwelling  units  over  single-family  homes. 

By  the  end  of  1976  multifamily  starts  may  still  account  for  less  than  35 
percent  ot  total  starts,  because  a  large  overhang  of  foreclosed  or  delinquent 
projects  has  depressed  prices  and  discouraged  construction  financing  in 
many  parts  of  the  country.  Sales  of  newly  constructed  condominium  units 
have  been  slow,  and  the  profitability  of  new  apartment  houses  has  remained 
low  because  rents  have  risen  far  less  than  other  prices. 

Federally  assisted  starts  under  the  Section  8  leasing  program  and  the  Sec¬ 
tion  235  homeownership  program  of  the  Housing  and  Urban  Development 
.\ct  are  expected  to  raise  total  starts  by  5-9  percent  this  year.  Over  a  period 
of  years  any  increase  in  federally  assisted  housing  starts  would  be  largely 
offset  by  a  decrease  in  unassisted  starts,  but  this  factor  will  not  be  important  in 
1976. 

INVENTORIES  AND  NET  EXPORTS 

The  extraordinary  reduction  in  inventories  in  the  first  half  of  last  year, 
together  with  the  faster  growth  in  final  sales  which  began  in  the  second 
(juarter,  restored  inventories  to  more  normal  levels.  By  the  end  of  1975 
the  ratio  of  real  business  inventories  to  final  sales  was  the  same  as 
the  average  for  1969-73  and  lower  than  the  ratio  for  1974,  when  large 
inventory  accumulations  had  occurred.  The  ratio  of  inventories  to  sales  is 
expected  to  decline  a  little  more  in  early  1976.  We  estimate  that  the  stock 
of  inventories  will  grow  at  about  the  same  rate  as  final  sales  after  the  middle 
of  1976. 

During  the  first  half  the  annual  rate  of  growth  in  GNP  should  exceed  the 
growth  in  final  sales  before  the  return  to  normal  rates  of  inventory  accumu¬ 
lation  is  completed.  The  growth  in  domestic  sales  should  be  greater  than  the 
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growth  in  total  sales,  because  net  exports  are  expected  to  decline  throughout 
this  year  from  their  recent  high  levels.  In  the  first  half  large  shipments  of  agri¬ 
cultural  commodities,  particularly  to  the  Soviet  Union,  should  offset  part  of 
the  increased  imports  that  normally  accompany  the  growth  in  domestic  in¬ 
come  and  production.  Thereafter  we  expect  the  growth  in  exports  to  fall 
farther  below  the  growth  in  imports,  because  the  U.S.  recovery  started  earlier 
than  those  of  most  of  our  major  trading  partners.  The  structure  of  foreign 
sales  is  such  that  our  exports,  particularly  those  of  capital  goods,  are  unlikely 
to  rise  rapidly  until  the  recoveries  abroad  have  become  more  advanced.  One 
should  point  out,  however,  that  movements  in  both  inventories  and  net  ex¬ 
ports  have  proved  extremely  difficult  to  forecast. 

FEDERAL  AND  STATE  AND  LOCAL  GOVERNMENT  PURCHASES 

In  real  terms  Federal  purchases  are  expected  to  grow  by  only  1  percent 
from  1975  to  1976,  and  State  and  local  government  purchases  by  2-3 
percent.  Purchases  of  goods  and  services  currently  account  for  about  35  p>er- 
cent  of  total  Federal  expenditures,  but  for  over  90  percent  of  the  total  ex¬ 
penditures  of  State  and  local  governments. 

Mainly  because  of  diminishing  defense  expenditures,  the  real  value  of 
Federal  purchases  declined  in  every  year  from  1968  to  1975;  and  Federal 
purchases  in  1976  will  still  be  one-fourth  below  their  1968  peak.  The  average 
annual  growth  rate  of  real  State  and  local  government  purchases,  however, 
was  about  4  percent  from  1968  to  1973.  This  rate  then  declined  by  almost 
half,  largely  as  a  consequence  of  the  recession  of  1974—75  and  the  financing 
difficulties  experienced  by  some  State  and  local  units  of  government. 

Owing  to  measures  already  taken  and  to  longer-run  factors  that  will  help 
to  slow  expenditure  growth,  most  State  and  local  governments  will  be  able 
to  cope  with  expenditure  pressures  without  adding  unduly  to  the  tax  burdens 
of  their  citizens  in  this  and  the  coming  year.  The  growth  rate  of  State  and 
local  government  employment  remained  moderate  in  1975  if  one  excludes  ex¬ 
panded  public  service  employment  and  summer  youth  employment  funded 
through  Federal  grants.  Furthermore  the  growth  in  construction  expendi¬ 
tures  by  State  and  local  governments  is  expected  to  continue  to  decline  as 
the  school-age  population  falls  and  as  the  interstate  highway  building  pro¬ 
gram  approaches  completion.  Higher-density  residence  patterns  and  more 
concentrated  commercial  development  projects  will  tend  to  reduce  the 
growth  in  local  expenditures  because  they  lower  the  demand  for  new  access 
loads,  municipal  utility  lines,  and  related  facilities.  Higher  municipal  bond 
rates  due  to  inflation  and  to  the  larger  risk  premiums  which  some  units  of 
government  have  encountered  are  also  restricting  construction,  in  some  cases 
because  the  maximum  interest  rate  that  State  and  local  governments  can  pay 
is  limited  by  law. 

Slower  growth  in  purchases  by  State  and  local  governments,  tax  increases, 
and  the  beneficial  effects  of  econoniic  recovery  on  State  and  local  receipts 
helped  eliminate  the  operating  deficit  of  these  units  in  the  second  half  of 
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1975.  Assuming  that  purchases  of  goods  and  services  will  continue  to 
advance  by  less  than  3  percent  a  year  in  real  terms,  compared  with  more 
than  4  percent  in  most  years  from  1963  to  1973,  the  operating  budget  of 
State  and  local  governments  as  a  group  should  be  in  surplus  in  1976  if  the 
recovery  continues  as  expected.  The  surplus  could  be  quite  large  if  those 
governmental  units  whose  credit  rating  and  borrowing  ability  have  been 
impaired  in  recent  years  continue  to  retrench,  and  if  their  savings  are  not 
matched  by  more  expansionary  policies  on  the  part  of  governmental  units 
which  have  remained  Rscally  sound.  State  and  local  governments  sometimes 
accelerate  expenditure  growth  during  the  advanced  stages  of  recovery,  but 
they  will  probably  wait  longer  than  usual  to  do  so  in  the  current  upturn, 
particularly  if  the  rate  of  growth  in  Federal  grants  is  reduced  below  the  high 
rates  that  have  prevailed  so  far  in  the  seventies. 

The  general  revenue  sharing  program,  which  provided  for  $30  billion  of 
grants  to  State  and  local  governments  from  1972  through  1976,  is  expected 
to  be  renewed  in  1976.  When  it  was  introduced  in  a  period  of  high  and 
rising  economic  activity,  it  may  have  encouraged  State  and  local  govern¬ 
ments  to  overextend  themselves  during  that  expansion.  Failure  to  renew  the 
general  revenue  sharing  program  in  1976,  however,  could  weaken  the  fiscal 
stability  of  State  and  local  governments  just  when  they  have  adjusted  to  the 
loss  in  receipts  resulting  from  the  1974-75  recession. 

The  Federal  Government,  during  the  1975  budget  crisis  of  New  York 
City,  indicated  a  determination  not  to  underwrite  continued  massive  growth 
in  local  spending.  Aided  by  those  redistributional  mechanisms  already  built 
into  the  established  Federal  grant  programs.  State  and  local  governments  are 
now  likely  to  provide  for  cyclical  fluctuations  by  accumulating  more  reserves 
during  periods  of  high  economic  activity  than  they  have  done  in  the  past.  In 

1976,  Federal  grants-in-aid  to  State  and  local  governments  are  budgeted  to 
rise  by  about  $5  billion,  compared  with  more  than  $10  billion  from  1974  to 
1975.  Thus  at  least  75  percent  of  the  expected  growth  in  the  expenditures  of 
State  and  local  governments  in  1976  will  have  to  be  financed  from  their 
own  sources. 

RISKS  IN  THE  FORECAST— THE  INFLATION  OUTLOOK 

Although  a  sustained  expansion  in  production  and  employment  is  ex¬ 
pected  with  current  policies,  as  always  a  number  of  factors  could  throw  the 
recovery  off  track.  The  most  important  would  be  a  resurgence  of  inflation. 
We  have  projected  that  the  rate  of  price  increase  will  not  accelerate  and  will 
even  decline  somewhat  from  1975  to  1976.  If  this  price  forecast  should  be 
too  low,  both  consumer  and  business  spending  could  be  adversely  affected. 

As  noted  above,  recent  experience  suggests  that  consumers  react  to 
heightened  exp>ectations  of  inflation  by  increasing  their  saving  and  reducing 
their  consumption,  even  of  those  durable  goods  that  might  be  exp>ected  to 
provide  an  inflation  hedge.  Furthermore  the  rise  in  interest  rates  associated 
with  higher  rates  of  inflation  could  induce  disintermediation  and  threaten  the 
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projected  recovery  in  housing  starts.  A  sustained  rise  in  the  rate  of  inflation 
would  also  undermine  the  prospect  for  gains  in  business  investment.  Under 
current  tax  laws,  inflation  raises  the  real  tax  liabilities  of  corporations  both  in 
the  present  and  in  future  years.  Moreover,  the  increased  macroeconomic 
instability  invariably  associated  with  high  rates  of  inflation  drives  up  risk 
premiums  in  financial  markets.  Hence  the  outlook  for  prices  has  a  crucial 
bearing  on  whether  the  output  forecast  can  be  realized. 

The  past  year  has  shown  once  again  that  the  rate  of  change  in  product 
and  factor  prices  is  not  permanendy  insensitive  to  reductions  in  demand. 
However,  it  has  also  shown  that  inflationary  expectations,  once  aroused, 
acquire  a  powerful  momentum  that  can  be  reduced  only  gradually  and  then 
at  great  social  cost  and  economic  hardship.  As  the  Government  adheres  to  a 
policy  designed  to  prevent  a  resurgence  of  inflation,  the  behavior  of  the 
private  sector  heljas  determine  how  large  or  how  small  the  costs  of  holding 
down  the  rate  of  inflation  will  be. 

In  the  short  run,  “cost  push”  factors  can  influence  the  rate  of  inflation 
and  unemployment  and  thereby  set  in  motion  Government  policies  that 
may  have  lasting  effects.  When  such  external  shocks  as  the  rise  in 
international  oil  prices  or  other  cost  push  factors  increase  the  rate  of  infla¬ 
tion,  Government  authorities  are  faced  with  a  painful  dilemma.  If  they 
do  not  acccHnmodate  cost  push  factors  by  letting  aggregate  nominal 
demand  rise  sufficiendy,  then  real  output  will  ^all  and  unemployment  will 
increase  to  the  extent  that  other  prices  resist  downward  pressure.  On  the 
other  hand,  if  these  shocks  are  fully  accommodated,  forces  may  be  set  in 
motion  which  perpetuate  and  even  increase  the  inflation  rate.  Should  the 
rate  of  inflation  accelerate,  heavier  costs  in  unemployment,  lower  output, 
and  forgone  opportunities  would  eventually  have  to  be  incurred  to  bring 
it  under  control.  For  this  reason  it  is  important  to  examine  the  probable 
cost  push  pressures  on  prices  over  the  near  term. 

The  projected  6  percent  rise  in  the  price  level  from  1975  to  1976  is  com¬ 
bined  with  a  5-6  percent  increase  in  unit  labor  costs  of  private  employees  in 
the  forecast.  Since  compensation  per  hour  is  projected  to  grow  by  8-9 
percent,  the  growth  in  output  per  hour  is  estimated  to  be  at  least  one-third 
of  this  rise.  Unit  labor  costs  actually  ceased  to  rise  in  the  first  2  quarters  of 
the  present  recovery,  as  productivity  gains  matched  the  rise  in  compensation 
per  hour.  In  1976,  however,  somewhat  faster  growth  in  compensation  per 
hour  and  slower  productivity  growth  will  push  the  rise  in  unit  labor  costs 
close  to  the  inflation  rate  expected  for  the  year. 

Because  unit  labor  costs  are  the  largest  component  of  cost  and  because 
income  shares  tend  to  change  rapidly  only  within  but  not  between  cycles, 
the  rate  of  price  increase  and  the  rise  in  unit  labor  costs  tend  to  converge 
in  the  long  run.  If  changes  in  compensation  per  hour  should  accelerate 
beyond  9  percent  in  the  near  term,  inflationary  pressures  could  be  intensified. 
As  a  consequence  inflation  rates  higher  than  6  percent  could  be  built  into 
the  economy  for  some  years  to  come.  By  the  same  token,  if  firms  should 


attempt  to  raise  prices  more  rapidly  than  expected  in  the  absence  of  any 
acceleration  of  either  wages  or  the  prices  of  materials  in  world  markets,  they 
too  could  jeopardize  the  process  of  recovery.  Such  price  increases  would 
initially  slow  the  growth  in  real  earnings  of  labor  and  then  stimulate  an 
acceleration  of  wage  demands.  Combined  with  the  trend  rate  of  growth  in 
productivity,  these  accelerated  wage  increases  would  assure  either  a  con¬ 
tinuation  of  the  increased  pace  of  inflation  or  a  lower  real  output  level  or 
both. 

WAGE  INCREASES  IN  1976 

Forecasting  short-run  changes  in  nominal  or  real  wages  is  particularly 
risky  in  1976  because  of  uncertainty  about  the  rate  of  inflation  and  about 
the  effect  of  the  high,  although  declining,  rate  of  unemployment. 
Normally  the  pressure  for  job  applicants  to  accept  lower  wages  would  be 
expected  to  rise  with  increases  in  both  the  level  and  duration  of  unemploy¬ 
ment.  On  the  other  hand,  there  may  be  less  willingness  to  accept  lower 
real  wages  because  income  maintenance  programs,  which  have  expanded 
rapidly  in  the  last  2  years,  replace  a  greater  portion  of  income  lost  from 
unemployment  than  in  previous  cycles.  Moreover,  because  of  the  rise  in 
labor  force  participation  bv  married  women,  a  higher  proportion  of  the 
unemployed  belong  to  families  in  which  at  least  one  person  is  still  working. 
For  these  reasons,  real  wages  may  not  rise  anv  less  than  they  did  at  com¬ 
parable  stages  of  previous  recoveries,  in  spite  of  the  high  level  of  the  unem¬ 
ployment  rate. 

Nominal  wage  rate  changes  depend  in  part  on  the  actual  rate  of  price 
increases  in  the  recent  past  and  on  the  rate  of  inflation  anticipated  for  the 
near  future.  If  the  rate  of  inflation  had  been  approximately  stable  for  a  period 
of  years,  and  if  this  were  expected  to  continue,  it  would  not  be  difficult  to 
forecast  the  inflation  component  of  nominal  wage  increases.  We  have,  how¬ 
ever,  experienced  several  years  of  very  high  and  unstable  rates  of  inflation, 
and  we  lack  good  estimates  of  how  the  greater  variability  in  inflation  rates 
will  be  reflected  in  wage  bargains.  If,  for  example,  a  random  burst  of  infla¬ 
tion  occurs  just  prior  to  a  wage  settlement,  it  may  have  a  significant  effect 
on  the  size  of  the  wage  increase  negotiated.  We  estimate,  however,  that  with 
a  forecasted  6  percent  increase  in  the  consumer  price  index  (CPI)  the  rate 
of  increase  in  nominal  wages  will  be  8-9  percent  from  1975  to  1976,  about 
the  same  as  the  rise  in  compensation  per  hour  in  the  private  sector. 

Wages  for  most  private  sector  jobs  are  not  determined  by  a  formal  collec¬ 
tive  bargaining  process,  but  are  rather  the  result  of  informal  wage  deter¬ 
mination  that  is  influenced,  but  not  exclusively  determined,  by  the  competi¬ 
tive  forces  operating  in  labor  markets.  It  is  widely  believed  that  major  collec¬ 
tive  bargaining  settlements  have  demonstration  effects  on  wages  throughout 
the  economy.  For  instance,  the  wide  publicity  they  receive  may  influence  the 
wage  and  price  expectations  of  other  workers,  and  these  workers  will  attempt 
to  maintain  their  relative  position  in  the  wage  structure.  Money  pro- 
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visions  of  collective  bargaining  agreements  may  also  be  formally  or  in¬ 
formally  extended  to  nonunionized  workers  in  the  same  plant  or  industry. 
Thus  the  forecasted  increase  in  nominal  wages  could  be  upset  if  substandally 
higher  wage  settlements  were  received  by  workers  in  large  unions.  For  these 
reasons  it  is  important  to  examine  the  collective  bargaining  situation  in  1976. 

About  one-fourth  of  all  civilian  employees  are  members  of  labor  unions, 
and  about  10  million  union  members  are  under  major  collective  bargaining 
agreements  (those  covering  1,000  or  more  workers).  About  four-hfths  of 
these  contracts  consist  of  2-  or  3-year  agreements  which  are  heavily  front- 
loaded,  that  is,  contracts  in  which  hrst-year  increases  are  considerably  larger 
than  those  scheduled  in  the  later  years  of  the  contract.  Nearly  4*4  million 
workers,  or  about  5  percent  of  all  employees,  are  under  a  major  contract 
that  expires  or  is  scheduled  for  reopening  in  1976  (Table  2),  while  only  2?4 
million  workers  negotiated  new  contracts  in  1975.  Hence  a  signihcant  pro¬ 
portion  of  the  10  million  workers  under  major  collective  bargaining  agree¬ 
ments  will  be  receiving  Rrst-year  increases  in  1976.  Last  year,  hrst-year  in¬ 
creases  of  slightly  more  than  10  percent  were  received  by  more  than  one- 
fourth  of  the  workers  under  major  agreements,  and  deferred  increases 
averaged  5  p>ercent  for  the  remaining  72  percent.  Cost-of-living  adjustments 
(COLA)  are  not  included  in  this  comparison.  If  the  new  collective  bargain¬ 
ing  agreements  for  1976  are  similar  to  those  of  1975,  on  balance  1%  million 
workers  would  thus  obtain  wage  increases  about  5  percentage  points  higher 


Table  2.— Calendar  oj  major  private  nonfarm  collective  bargaining  activity-,  1976 


j  Contract  expirations 

1 

1  Scheduled  wage 

1  reopenings 

Month 

Principal  industry 

1  Number 

1 

1 

Workers 
:  covered 
(thou- 
1  sands) 

Number 

1  Workers 
;  covered 
i  (thou- 
1  sands) 

All  years . 

2, 274 

10,186 

88 

300 

1976: Total . 

861 

4,203 

62 

180 

January . 

Apparel . 

34 

IMj 

5 

24 

February . 

Apparel;  services . 

34 

91 

6 

18 

March . 

Trucking . 

74 

669 

5 

15 

April . 

Constru^on;  rubber . 

133 

413 

7 

23 

May . 

Construction;  apparel . 

169 

593 

11 

21 

June . 

Electrical  equipment;  food . 

119 

543 

12 

34 

July . 

Electrical  equipment . 

73 

221 

4 

20 

August . 

Food  (meat  packing) . 

47 

109 

3 

8 

September . 

Motor  vehicle  and  farm  equipment. 

65 

1,057 

2 

3 

October . 

Food  stores . 

40 

106 

4 

6 

November . 

Services . 

38 

108 

2 

4 

December . 

Electrical  equipment;  food  stores.. 

35 

138 

1  1 

2 

1977  and  beyond . 

Year  unknown  or  in  negotia- 

1.118  j 

5,154 

26  1 

120 

tion  > . 

i . 

295 

828 

I  Birfiining  units  for  which  necossary  information  was  not  availablo  include  193  aireements  which  expired  prior  to 
Oct.  1, 1975  (when  these  data  were  tabulated)  covering  SK.OOO  workers,  and  i02  contrxts  which  expired  between  October 
1  and  December  31,  1975,  covering  272,000  workers. 

Note.— Major  agreements  are  those  affecting  1,000  or  more  workers. 

Detail  may  not  add  to  totals  because  of  rounding. 

Source;  Department  of  Labor,  Bureau  of  Labor  Statistics. 


33 


than  those  they  received  in  1975.  In  the  course  of  1976  this  alone  would  add 
about  seven-eighths  of  a  percentage  point  to  the  S-Sj/j  percent  average 
increases  received  by  the  10  million  workers  under  major  collective  bargain¬ 
ing  agreements  during  1975,  but  the  effect  would  be  only  about  half  as  large 
year  over  year. 

A  detailed  tabulation  of  the  deferred  wage  increases  (excluding  COL.A) 
scheduled  for  the  5/2  million  workers  in  the  second  and  third  year  of  their 
contracts  shows  an  average  increase  of  5.4  percent  during  1976,  almost  the 
same  as  the  5.1  percent  for  such  agreements  in  1975.  Escalator  or  cost-of- 
living  clauses  last  year  added  approximately  2  percent  to  the  base  wages  of  all 
workers  under  major  collective  bargaining  agreements.  If  the  CPI  rises  by 
approximately  6  percent  from  December  1975  to  December  1976,  the  addi¬ 
tion  to  wages  from  cost-of-living  adjustments  in  1976  should  be  slightly 
lower  than  in  1975  because  of  somewhat  lower  inflation. 

.\ssuming  that  there  is  a  6  percent  increase  in  the  CPI  and  that  6rst-year 
settlements  will  be  similar  to  those  negotiated  in  1975,  the  10  million  workers 
under  major  collective  bargaining  agreements  will  therefore  receive  w'age 
increases  of  approximately  8*4  to  9  percent  from  1975  to  1976.  Wage  rate 
gains  for  the  nonunionized  workers  are  more  sensitive  to  the  business  cycle 
and  likely  to  be  slightly  less  than  those  of  union  workers  because  of  the 
continued  high  level  of  unemployment.  Thus  we  do  not  expect  wage 
increases  for  workers  covered  by  major  collective  bargaining  contracts  to 
upset  our  overall  wage  forecast. 

The  translation  of  wage  rate  changes  to  changes  in  compensation  per  hour 
for  all  private  employees  requires  an  analysis  of  interindustry  shifts  of  em¬ 
ployment  and  of  shifts  between  wage  and  salary  workers  in  the  composition 
of  employment  as  well  as  the  addition  of  fringe  benefits.  Our  analysis  indi¬ 
cates  that  these  factors  are  likely  to  be  largely  offsetting  this  year  and  hence 
that  increases  in  employee  compensation  per  hour  from  1975  to  1976  should 
average  8-9  percent  in  the  private  sector. 

FOOD  PRICES 

Food  prices  are  the  most  visible  and  best  publicized  of  all  the  components 
of  the  CPI.  For  this  reason  they  may  be  especially  important  in  determining 
the  wage  demands  of  labor  and  the  inflationary  expectations  of  all  consumers. 
Predicting  price  changes,  however,  is  even  more  hazardous  for  food  than  for 
most  other  goods  because  of  the  inelastic  demand  and  supply  functions  for 
agricultural  products,  and  the  possibility  of  large  weather-induced  shifts  in 
supply. 

The  current  outlook  on  the  supply  side  is  for  increased  production  of  meat 
and  dairy  products  in  1976.  There  is  evidence  of  larger  placements  of  cattle 
on  feed  for  fattening  and  of  increased  hog  farrowing  in  early  1976.  These 
developments  should  yield  more  fattened  beef  in  the  first  half  of  1976  and 
more  pork  by  the  second  half.  Milk  production  is  beginning  to  show  year-to- 
year  increases.  The  supply  of  most  vegetables  for  processing  was  up  this  past 
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fall.  Although  dry  weather  during  the  seeding  period  in  parts  of  the  winter 
wheat  area  has  reduced  the  chances  for  a  1976  wheat  harvest  larger  than  that 
of  1975,  the  size  of  1976  crops  is  impossible  to  forecast  accurately  at  this  time. 
The  already  evident  increased  supplies  and  lower  prices  for  fertilizers  should 
help  1976  crop  yields  compared  to  1975. 

The  demand  for  food  should  rise  as  a  result  of  economic  recovery  in 
the  United  States  and  abroad.  Because  the  demand  for  most  foods  is  relatively 
insensitive  to  changes  in  income,  however,  the  demand  for  food  should  in¬ 
crease  substantially  less  than  that  for  most  other  goods. 

Futures  market  prices  tend  to  reflect  all  the  information  available  on  sup¬ 
ply  and  demand  to  date.  In  early  1976  futures  prices  for  agricultural  prod¬ 
ucts  implied  that  wholesale  commodity  prices  were  expected  to  be  little 
changed  through  mid- 1976.  Futures  prices  can,  of  course,  change  rapidly  as 
economic  conditions  and  expectations  about  future  conditions  change.  In 
addition,  the  prices  of  processing  and  marketing  services  are  not  captured 
in  futures  prices.  The  cost  of  these  services  will  probably  increase  more 
nearly  in  line  with  the  general  rate  of  inflation.  On  the  whole,  in  contrast 
to  the  past  3  years,  food  prices  are  not  likely  to  add  to  inflationary  pressures 
during  the  first  half  of  1976.  The  same  will  be  true  of  energy  prices,  as  was 
already  pointed  out  in  the  discussion  of  energy  policy.  These  favorable  de¬ 
velopments  should  help  prevent  a  rise  in  the  expected  rate  of  general  price 
inflation  above  the  6  percent  level  in  1976. 

WILL  MONEY  SUPPLY  GROWTH  BE  APPROPRIATE? 

Another  question  about  the  forecast  is  the  amount  of  money  needed  to 
sup]X>rt  the  exf>ected  growth  in  nominal  GNP.  This  question  has  been 
widely  aired  in  the  quarterly  discussions  of  monetary  policy  instituted  by 
the  Congress  last  year.  Some  have  wondered  if  monetary  growth  within 
the  Federal  Reserve’s  announced  tolerance  range  would  be  adequate  to 
support  a  sustained  recovery,  even  if  inflation  moderates  as  expected. 

In  May  1975  the  Federal  Reserve  announced  explicit  1-year  ranges  of 
tolerance  for  the  growth  rates  of  the  monetary  aggregates;  M,,  Mo,  Ms, 
and  the  bank  credit  proxy.  Mi  is  the  narrowly  defined  money  supply,  cur¬ 
rency  plus  demand  deposits.  M...  additionally  includes  commercial  bank  time 
and  savings  deposits  other  than  large  negotiable  certificates  of  deposit.  Ms 
is  a  still  broader  measure  obtained  by  adding  time  and  savings  deposits  held 
at  nonbank  thrift  institutions  to  M-.  Finally,  the  bank  credit  proxy  is  a 
measure  of  member  bank  loans  and  investments.  The  present  base  for  the 
1-year  growth  rates  is  the  average  level  of  the  aggregates  for  the  third 
quarter  of  1975;  hence  the  period  for  which  the  ranges  now  apply  extends 
to  the  third  quarter  of  1976.  The  range  of  growth  rates  for  M,  is  currently 
5-7}4  percent;  for  Mo  it  is  7^2-10/2  percent;  for  Ms,  9-12  percent;  and  for 
the  bank  credit  proxy,  6-9  percent.  Neither  the  bases  nor  the  ranges  are 
immutable.  Both  have  been  changed  in  the  past,  and  the  Federal  Reserve 
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has  emphasized  that  it  will  change  them  in  the  future  if  circumstances 
require. 

The  concept  of  the  demand  for  money  provides  a  useful  analytic  frame¬ 
work  for  examining  the  adequacy  of  these  money  growth  rates,  since  it 
supplies  an  important  link  between  money  on  the  one  hand,  and  income 
and  expenditures  on  the  other.  There  has  been  a  great  deal  of  discussion  of 
which  monetary  aggregate  should  be  used  to  measure  the  demand  for  money. 
The  consensus  seems  to  be  that  either  Mi  or  M-.  will  do,  but  M,  has  gen¬ 
erally  been  the  preferred  definition. 

Much  of  the  theory  and  most  of  the  postwar  evidence  on  the  demand  for 
money  have  been  couched  in  terms  of  M,.  However,  there  is  some  recent 
evidence,  although  still  quite  tentative,  that  the  demand  for  Mi  may  have 
shifted  down  for  given  levels  of  income  and  interest  rates.  Hence  it  is  possi¬ 
ble  that  the  way  in  which  money  was  related  to  income  and  interest  rates 
in  the  past  will  not  hold  in  the  future.  However,  some  of  the  reasons  given 
below  why  the  demand  for  Mi  may  have  shifted  down  can  provide  clues  to 
how  it  will  behave  in  the  future.  It  is  therefore  still  useful  to  focus  on  Mi 
growth,  although  it  must  be  recognized  that  a  fuller  analysis  of  monetary 
policy  should  include  some  reference  to  the  broader  aggregates  like  Mj  and 
Mv 

The  question  about  what  is  an  appropriate  expansion  of  the  money  supply 
can  be  expressed  in  terms  of  velocity  growth.  The  growth  rate  of  nominal 
ONP  is  the  sum  of  the  growth  rates  of  the  money  stock  and  velocity.  Conse¬ 
quently,  if  we  take  the  price  path  as  given,  the  appropriateness  of  various 
monetary  growth  paths  in  achieving  various  real  growth  objectives  depends 
on  the  growth  in  velocity.  The  question  then  is  whether  the  velocity  growth 
implied  by  the  forecast  is  consistent  with  what  the  past  behavior  of  velocity 
would  predict. 

A  large  body  of  evidence  has  jjointed  to  the  stability  of  the  long-run 
demand  function  for  money,  on  which  the  ability  to  predict  movements  in 
velocity  from  cycle  to  cycle  depends.  However,  the  evidence  that  the  func¬ 
tion  is  stable  in  the  short  run  is  much  less  clear  cut.  Considerable  controversy 
still  surrounds  the  behavior  of  money  demand  in  the  short  run,  and  velocity 
movements  do  exhibit  considerable  variation  over  short  periods  of  time. 

The  figures  in  Table  3  illustrate  this  distinction.  The  second  column 
shows  the  average  rates  of  growth  of  velocity  from  jaeak  to  peak  in  each  of 
the  five  previous  postwar  business  cycles.  The  differences  in  the  average  rates 
of  growth  of  velocity  over  the  various  cycles  are  consistent  with  a  stable  long- 
run  money-demand  function.  The  successive  declines  in  the  average  from 
cycle  to  cycle  do  not  reflect  autonomous  secular  declines,  but  result  rather 
from  either  low-er  real  income  growth  or  lower  interest  rate  growth,  as  one 
would  exp>ect  from  estimates  of  the  long-run  demand  function  for  money. 

The  shorter-run  movements  in  velocity  within  the  cycle  are  less 
predictable.  Average  rates  of  velocity  growth  during  each  of  the  2  succes¬ 
sive  years  following  a  business  cycle  trough  are  shown  in  the  first  column  of 
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Table  3.  The  changes  in  velocity  within  cycles  are  less  systematically  related 
to  income  and  interest  rate  changes.  On  the  other  hand,  some  of  the  varia¬ 
tions  in  velocity  movements  within  cycles  are  consistent  with  lags  or  delays 
in  the  adjustment  of  actual  money  balances  to  their  desired  level.  Thus 
velocity  grows  rapidly  when  income  grows  rapidly  or  money  growth  slows 
abruptly,  while  its  rate  of  advance  is  more  moderate  when  changes  in  income 
and  money  growth  are  smaller. 

Nevertheless  such  explanations  do  not  account  for  all  of  the  observed 
short-term  variations  in  velocity,  and  the  unexplained  variation  makes  it 
difficult  to  predict  short-term  movements  with  a  high  degree  of  reliability. 
It  is  therefore  not  easy  to  interpret  the  rapid  rate  of  velocity  growth  in  the 
last  2  quarters  of  1975,  when  Mi  velocity  grew  by  annual  rates  of  12.4  and 
9.6  percent  respectively.  Only  in  the  comparable  stage  of  the  recovery  from 
the  1949  recession,  a  period  which  includes  the  beginning  of  the  Korean  war, 
did  velocity  expand  more  rapidly. 

The  important  question  is  whether  these  recent  high  rates  of  growth  can 
be  taken  to  mean  that  velocity  will  grow  faster  on  average  in  the  future  than 
it  has  in  the  past.  One  answer  is  that  they  are  random  events  that  are  unlikely 
to  repeat  themselves  in  the  near  future,  but  such  an  interpretation  doubtless 
goes  too  far.  Part  of  the  rapid  increase  in  velocity  may  derive  from  the  incom¬ 
plete  adjustment  of  money  balances  to  the  sharp  acceleration  in  income  in 
the  second  half  of  1975.  However,  that  explanation  would  suggest  slower 
growth  of  velocity  in  the  future  as  money  balances  are  adjusted  to  the  higher 
rate  of  income  growth. 


Table  3. — Grotvlk  rates  oj  velocity  of  money,  real  gross  national  product,  and  interest  rates, 
selected  periods,  1948 IV-I973 IV 

|P«rc«irt  change;  annual  rate] 


Period 

Growth 
rate  of 
velocity 
after 
cyclical 
trough  > 

Complete  cycle,  peak  to  peak  < 

Peak-to-peak  growth  rate 

Velocity 
of  money 
(MO 

Real 

GNP 

3- month 
Treasury 
bill  rate  * 

1949  IV  to  1950  IV . 

14.2 

1948  IV  to  1953  II . 

4.3 

n 

16.4 

1950  IV  to  1951 IV . 

5.2 

mm 

1954  III  to  1955  III . 

6.8 

1953  II  to  1957  III . 

3.1 

11.0 

1955  III  to  1956  III . 

Ha 

1950  II  to  1959  II . 

1957  III  to  1960  II . 

10.9 

1959  II  to  1960  II . 

4.1 

mm 

1961  1  to  1962  1 . 

5.8 

1960  II  to  1969  IV . 

4.1 

5.7 

1962  1  to  1963  1 . 

3.1 

HI 

1970  IV  to  1971 IV « . 

2.8 

1969  IV  to  1973  IV » . 

3.4 

1971  IV  to  1972  IV . 

3.7 

■I 

■ 

>  Except  as  noted,  quarters  designated  as  cyclical  trough  or  cyclical  peak  by  National  Bureau  of  Economic  Research 
(NBER)  were  used  in  computing  growth  rates  for  velocity  of  money  and  real  GNP.  Specific  peaks  of  the  Treasury  bill 
rate  were  used  in  computing  its  growth  rates.  These  peaks  are  1949  II,  1953  11,  1957  III,  1959  IV,  1969  IV,  and  1973  III. 

>  Market  yield. 

>  Trough  and  peak  quarters  of  real  GNP  (1970  IV  and  1973  IV,  respectively)  used  as  NBER  has  not  designated  these 
quarters  as  cyclical  trough  or  peak  quarters. 

Sources;  Board  of  Governors  of  the  Federal  Reserve  System,  Department  of  Commerce,  Department  of  the  Trusurv, 
Council  of  Economic  Advisers,  and  National  Bureau  of  Economic  Research. 
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Another  explanation  for  the  recent  rapid  increases  in  velocity  is  that 
the  demand  for  Mi  has  shifted  down.  This  interpretation  is  consistent 
with  recent  financial  innovations  which  may  have  increased  the  efficiency 
of  the  payments  mechanism  and  made  savings  deposits  and  other  near¬ 
monies  closer  substitutes  for  demand  deposits.  Those  innovations  include 
telephonic  transfers  from  savings  to  checking  accounts;  NOW  accounts, 
which  are  essentially  savings  accounts  on  which  “checks”  can  be  drawn;  the 
ability  of  individuals  to  write  “checks”  on  some  so-called  money  market 
mutual  funds;  electronic  funds-transfer  schemes;  and  allowing  State  and 
local  governments  and  corporations,  in  November  of  1974  and  1975  respec¬ 
tively,  to  hold  savings  deposits  at  member  banks. 

Another  reason  advanced  for  a  shift  down  in  the  demand  for  Mi  is  the 
“shock”  of  the  extremely  high  interest  rates  in  late  1973  and  1974.  Because 
high  interest  rates  made  asset  holders  more  aware  of  the  costs  of  holding  idle 
balances  and  of  the  benefits  of  managing  cash  more  efficiently,  they  may  have 
permanently  reduced  the  demand  for  money  for  given  levels  of  interest 
rates  and  income. 

These  are  all  plausible  explanations  for  a  downward  shift  in  the  demand 
for  money.  If  the  demand  for  money  has  been  reduced,  either  by  technological 
factors  or  by  changes  in  the  attitudes  of  asset  holders,  the  result  will  be  to 
reduce  the  rate  of  increase  in  the  money  stock  that  is  consistent  with 
any  given  path  of  GNP  over  the  coming  year.  Nevertheless  the  conclusion 
that  Ml  demand  has  shifted  down  should  be  treated  with  some  caution.  Past 
experience  indicates  that  it  is  very  difficult  to  identify  shifts  in  the  demand 
for  money  soon  after  they  are  reputed  to  have  begun.  At  this  point,  conclu¬ 
sive  evidence  of  a  shift  is  still  lacking.  Moreover,  if  the  shift  is  a  once-and-for- 
all  shift  in  the  level  of  Mi  demanded,  all  that  one  can  say  with  certainty  is 
that  velocity  growth  will  be  higher  during  the  transition  period.  The  growth 
of  velocity  will  not  be  permanently  increased  unless  the  interest  and  income 
elasticities  of  the  demand  for  money  are  affected,  and  there  is  no  evidence  so 
far  on  this  pxjint.  Perhaps  the  most  that  can  be  said  is  that  past  experience 
suggests  a  decline  in  the  growth  of  velocity  as  the  recovery  proceeds,  though 
the  growth  rate  may  remain  for  a  while  at  a  higher  level  than  before. 

Our  forecasts  of  nominal  GNP  and  a  growth  rate  for  Mi  of  6j4  percent 
(the  midpoint  of  the  Federal  Reserve’s  range  for  Mi)  imply  increases  in 
velocity  that  are  consistent  with  this  conjecture.  The  implied  growth  in 
velocity  for  the  4  quarters  ending  with  the  second  quarter  of  1976  is  6.9 
percent ;  for  the  year  following  it  is  5.7  percent. 

These  rates  show  a  decline  in  velocity  growth  in  the  second  4  quarters 
which  is  consistent  with  the  past  intracyclical  behavior  of  velocity.  The 
decline  is  smaller  than  in  previous  recoveries,  but  it  can  be  partly 
explained  by  the  fact  that  the  forecasted  deceleration  in  nominal  income  is 
smaller  than  the  decelerations  in  income  during  comparable  stages  of 
previous  recoveries.  On  the  other  hand,  the  average  rates  of  growth  in 
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velocity  in  each  of  the  4  quarters  are  significantly  higher  than  past  relation¬ 
ships  would  have  led  one  to  predict. 

Whether  or  not  one  concludes  that  this  cycle  has  brought  structural  changes 
in  the  demand  for  money  in  relation  to  changes  in  activity  levels  is  clearly 
crucial  in  determining  the  appropriate  rate  of  increase  in  the  money  stock. 
Even  if  a  structural  change  has  occurred,  the  increase  in  velocity  is  unlikely  to 
continue  at  recent  rates,  and  monetary  policy  needs  to  take  account  of  this 
slowing. 

This  does  not  mean  that  the  current  ranges  of  tolerance  are  inappropriate. 
It  is  not  possible  to  say  with  any  assurance  what  growth  rates  of  money  are 
necessary  to  allow  real  GNP  to  grow  by  6-6ya  jjercent  from  1975  to  1976. 
Setting  an  upper  limit  on  the  growth  rate,  however,  should  reduce  the  pros¬ 
pects  for  a  rekindling  of  inflation.  At  the  same  time,  the  lower  limit  provides 
assurance  of  continued  growth  in  the  money  supply  if  the  recovery  should 
turn  out  to  be  much  weaker  than  expected.  In  that  event  it  would  be  very 
important  for  money  supply  growth  to  be  maintained  so  that  interest  rates 
could  fall  and  shore  up  the  recovery.  However,  interest  rates  would  be  un¬ 
likely  to  fall  if  the  lower-than-expected  output  growth  were  due  to  price 
acceleration. 

Hence  the  ranges  of  tolerance  are  useful  in  both  directions.  On  the  one 
hand  they  dampen  inflationary  expectations;  on  the  other  they  indicate  a 
firm  commitment  to  lend  support  to  the  recovery  and  to  make  it  more  dur¬ 
able.  This  should  contribute  greatly  to  more  confident  and  better-informed 
decision  making  by  the  private  sector.  Clearly,  however,  the  targets  must  be 
administered  with  flexibility,  as  the  Chairman  of  the  Federal  Reserve  Board 
has  pointed  out  on  several  occasions. 

WILL  CAPIT.AL  REQUIREMENTS  FOR  THE  REM.MNDER  OF 
THIS  DECADE  BE  MET? 

Apart  from  the  risks  to  the  durability  of  the  recovery  described  in  the  pre¬ 
ceding  sections,  there  is  the  possibility  that  the  structure  of  final  demand  may 
remain  too  consumption-oriented  and  business  fixed  investment  too  weak  to 
permit  adequate  economic  performance  during  the  remainder  of  the  sev¬ 
enties.  Capacity  bottlenecks  were  encountered  in  a  number  of  basic  commod¬ 
ities  in  1972  and  1973,  giving  rise  to  concern  that  a  shortage  of  capacity  may 
materialize  well  before  w’e  reach  an  acceptably  low  level  of  unemployment. 
Such  a  shortage  could  intensify  inflationary  pressures  in  the  later  stages  of 
recovery,  retard  long-term  ecOTiomic  growth,  and  make  the  achievement  of 
environmental  and  energy  goals  more  difficult. 

At  first  sight  the  concern  with  shortages  appears  misdirected.  In  an 
economy  in  which  the  prices  of  all  inputs  and  outputs  and  the  composition 
of  final  demand  are  free  to  adjust,  there  is  no  reason  to  expect  a  chronic 
shortage  of  any  type  of  productive  facility.  To  be  sure,  temporary  bottlenecks 
may  occur  in  a  dynamic  economy  because  future  demands  cannot  be  an¬ 
ticipated  perfectly  and  because  there  are  lags  in  the  adjustment  process. 


But  in  time  such  bottlenecks  would  be  eliminated,  as  investment  shifted 
toward  the  most  profitable  areas  of  resource  application. 

In  what  sense,  then,  can  there  be  a  valid  concern  with  inadequate  capital 
formation?  One  way  of  looking  at  the  capital  formation  issue  is  to  ask 
whether  the  investment  spending  expected  under  current  conditions  is 
likely  to  be  adequate  for  the  attainment  of  certain  longer-term  economic 
and  social  objectives,  such  as  full  employment,  greater  energy  independence, 
and  a  cleaner  environment. 

Even  before  the  1974^75  recession  idled  large  amounts  of  productive 
capacity,  investment  incentives  may  have  been  reduced  by  some  of  the 
factors  enumerated  below.  Several  of  these  factors  are  related  to  inflation, 
and  if  they  recur  or  persist  they  may  inhibit  investment  in  the  present 
recovery. 

1,  The  before-tax  rate  of  return  that  business  requires  to  undertake  new 
investments  has  been  driven  up  by  several  forces,  while  actual  rates  of 
return,  at  least  on  past  investments,  have  lagged  behind.  Risk  pre¬ 
miums  have  risen  to  reflect  the  increased  amplitude  of  macroeconomic 
disturbances  and  the  greater  instability  of  relative  factor  and  product 
prices  in  the  last  few  years.  Experiments  with  wage-price  controls  have 
lessened  the  incentives  to  invest.  Moreover,  compliance  with  changing 
environmental  and  safety  regulations  requires  increased  investment, 
creates  some  uncertainty,  and  adds  to  the  cost  of  production.  At  the 
same  time,  despite  changes  in  the  corporate  tax  laws,  general  price 
inflation  has  raised  corporate  taxes  more  than  in  proportion  to  the 
before-tax  return  on  fixed  capital  because  inventory  profits  have  boosted 
the  tax  base  and  because  the  real  value  of  historical-cost  depreciation 
allowances  has  declined. 

2.  The  increase  in  debt-equity  ratios  during  recent  years  has  made  business 
more  vulnerable  to  the  vicissitudes  of  the  credit  market  and  to  unan¬ 
ticipated  changes  in  the  rates  of  inflation  and  profits.  The  tax  treat¬ 
ment  of  interest  payments  as  a  deductible  business  expense  makes  debt 
financing  particularly  attractive  when  inflation  premiums  are  included 
in  interest  rates.  Nonetheless,  debt-equity  ratios  have  probably  reached 
higher  levels  than  firms  would  like  to  maintain  under  present  condi¬ 
tions.  While  unanticipated  increases  in  the  rate  of  inflation  have 
lowered  the  real  cost  of  amortizing  old  debt,  this  gain  has  not  been 
reflected  in  a  higher  valuation  of  corporate  equities  in  periods  of 
rising  inflation.  The  resulting  unfavorable  structure  of  business  liabilities 
may  have  created  some  structural  financing  problems,  and  it  may  have 
increased  default  risks,  the  costs  of  financing,  and  the  cutoff  rate  of 
return  on  new  projects. 

3.  Fiscal  policies  may  have  been  biased  against  private  investment.  In 
periods  like  1973,  when  the  economy  was  already  approaching  its 
capacity  limits,  government  transfer  payments  continued  to  increase 
rapidly.  Then,  in  periods  of  slack,  changes  in  Federal  tax  and  expendi- 
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ture  policies  have  emphasized  the  stimulation  of  consuir^tion  rather 
than  investment.  A  policy  mix  that  relies  more  on  monetary  stimulus 
than  on  the  types  of  fiscal  stimuli  which  have  predominated  in  the  past 
may  be  expected  to  alter  the  composition  of  output  in  favor  of  private 
investment.  In  recent  cycles,  however,  investment  was  the  last  sector  to 
be  stimulated  by  expansionary  fiscal  policies,  and  the  first  to  suffer  when 
these  policies  were  maintained  too  long  and  led  to  either  more  inflation 
or  to  offsetting  monetary  restraint.  Cyclical  recoveries  of  investment 
may  therefore  have  been  incomplete,  with  cumulative  effects  on  the  size 
of  the  capital  stock. 

4.  The  long-term  savings  incentives  of  persons  may  have  been  reduced 
through  government  policies  favoring  consumption.  The  scop>e  of  gov¬ 
ernment  transfer  programs  and  the  level  of  social  insurance  benefits 
have  increased  rapidly  in  recent  years.  This  development  may  even¬ 
tually  encourage  less  reliance  on  personal  savings  to  protect  a  future 
standard  of  living.  Moreover,  although  firm  evidence  is  not  available, 
incentives  to  save  may  also  have  been  reduced  because  Federal  interest 
rate  controls  on  many  types  of  savings  have  become  more  restrictive  as 
a  result  of  inflation  and  because  nominal  interest  receipts  are  fully- 
taxed  without  allowing  for  inflation.  On  the  other  hand,  individuals 
have  increased  their  saving  rate  in  reaction  to  the  diminution  of  the 
real  value  of  their  financial  assets  and  the  greater  insecurity  about  future 
living  standards  that  the  high  rates  of  inflation  and  unemployment  of 
the  past  few  years  have  caused.  Thus  substitution  effects  which  dis¬ 
courage  saving  may  not  begin  to  dominate  the  actual  savings  behavior 
of  persons  until  the  income  and  wealth  effects  stemming  from  the  most 
recent  inflation  and  recession  have  been  reduced  much  further. 

AN  ESTIMATE  OF  CAPITAL  REQUIREMENTS 

The  actual  business  fixed  investment  that  is  likely  to  be  forthcoming 
during  the  remainder  of  this  decade  under  the  existing  structure  of  tax  laws 
and  economic  incentives  is  difficult  to  forecast.  If  we  had  a  perfect  long-term 
forecast,  we  could  directly  assess  the  adequacy  of  the  exjjected  investment, 
provided  the  investment  required  to  meet  certain  objectives  by  a  given  date 
could  be  deduced  with  a  high  degree  of  reliability  from  these  objectives. 
Since  this  is  not  possible,  a  much  more  modest  approach  will  be  followed  in 
assessing  the  capital  formation  issue.  This  approach  involves  estimating  the 
capital  stock  that  may  be  needed  to  achieve  certain  goals  and  then  comparing 
the  implied  investment  requirements  with  recent  trends  in  the  share  of 
investment  to  GNP.  Given  the  large  number  of  conditions  and  qualifications 
that  must  be  attached  to  any  statistical  estimate  of  future  input  requirements, 
no  such  exercise  can  be  conclusive.  If  this  exercise  suggests  that  increased  rates 
of  capital  formation  are  desirable,  what  is  called  for  is  not  increased  Gov¬ 
ernment  controls  or  directives,  but  in  all  likelihood  a  shift  in  the  monetary- 
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fiscal  policy  mix  and  reconsideration  of  the  existing  tax  laws  and  incentive 
structures. 

To  throw  some  light  on  the  question  of  capital  adequacy,  which  has  been 
widely  debated  during  the  past  year,  the  Council  of  Economic  Advisers 
commissioned  the  Bureau  of  Economic  Analysis  of  the  Department  of  Com¬ 
merce  to  conduct  a  study  of  the  capital  that  would  be  required  to  achieve 
a  real  output  level  presumed  to  be  consistent  with  approximately  full  em¬ 
ployment  in  1980.*  The  level  of  real  GNP  selected  for  that  year  was  $1,575 
billion  in  1972  dollars  ($1,078  billion  in  1958  dollars).  The  GNP  target 
implies  an  average  annual  growth  rate  of  about  6  percent  in  real  GNP  and 
4  percent  in  output  per  employee  in  the  private  sector  from  1975  to  1980, 
a  condition  which  is  estimated  to  move  the  unemployment  rate  below  5 
percent  by  the  end  of  the  decade.  Figures  for  industry  outputs  compatible 
with  the  specified  level  of  GNP  were  derived  by  the  Bureau  of  Labor  Statistics 
of  the  Department  of  Labor.  They  were  generally  at  the  80-industry  level  of 
input-output  aggregation. 

The  capital  stock  necessary  to  produce  the  output  levels  specified  for  1980 
is  assumed  to  include  facilities  to  meet  certain  enx'ironmental  standards 
currently  in  effect,  and  to  allow  the  greater  degree  of  energy  independence 
which  has  been  advocated  by  the  Federal  Government.  Estimates  were 
prepared  of  the  investment  in  pollution  control  facilities  necessary  to  meet 
the  requirements  of  the  Clean  Air  Amendments  of  1970  and  the  Federal 
Pollution  Act  Amendments  of  1972.  Furthermore,  an  attempt  was  made  to 
estimate  the  additional  investment  required  in  the  mining  of  coal,  crude 
petroleum,  and  natural  gas,  and  in  electric  utilities  using  fuels  other  than  oil 
and  gas,  to  prevent  the  1980  share  of  imported  crude  and  refined  petroleum 
products  from  exceeding  its  1973-74  level  of  36  percent  of  total  domestic  con¬ 
sumption  (in  barrels  per  day).  This  percentage  would  otherwise  rise  to 
47  jjercent  under  the  “business  as  usual”  scenario  in  the  Project  Independ¬ 
ence  Report  of  the  Federal  Energy  Administration.  All  of  these  estimates  may 
be  subject  to  errors  which  could  bias  in  either  direction  the  estimate  of  total 
investment  requirements. 

Many  assumptions  must  be  made  before  gross  investment  requirements 
can  be  arrived  at  from  the  output  targets.  Capital  services  need  not  normally 
be  used  in  fixed  proportions  with  other  factors  of  production  to  obtain  a 
given  level  of  output,  first  because  there  are  possibilities  for  factor  substitu¬ 
tion  over  time,  and  then  because  there  are  distinct  trends  in  factor  propor¬ 
tions  associated  with  changes  in  technology  within  particular  industries, 
which  may  or  may  not  continue.  To  narrow  the  range  of  possible  estimates 
for  1980,  links  between  industry  outputs  and  capital  stocks  were  established 
by  assuming  either  that  the  adjusted  capital -output  ratios  remain  constant  at 

*  The  full  study  is  available  from  the  Bureau  of  Economic  Analysis.  The  basic  esti¬ 
mates  were  developed  in  the  summer  and  fall  of  1975  and  do  not  reflect  the  benchmark 
revisions  of  the  national  income  accounts  and  the  economic  assumptions  and  projec¬ 
tions  published  in  the  1977  budget.  The  differences,  however,  are  relatively  small. 
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their  1970  levels  or  that  observ-ed  trend  rates  of  growth  or  decline  in  such 
ratios  persist.  The  extrapolations  are  based  on  annual  capital-output  ratios 
available  for  1963  and  for  each  year  from  1967  through  1970,  which  are 
adjusted  to  normal  ojjerating  conditions  by  dividing  actual  industry  output 
by  the  ratio  of  the  actual  utilization  rate  to  the  preferred  utilization  rate.  If 
the  adjusted  capital-output  ratios  have  shown  a  consistent  tendency  to  grow 
or  to  decline  over  this  period,  the  annual  trend  rates  of  change  estimated 
from  either  1963  or  1967  were  generally  continued  from  1970  to  1980.* 

Finally,  it  is  necessary  to  specify  a  discard  pattern  (i.e.,  a  pattern  of  retire¬ 
ments  and  other  deletions  from  the  capital  stock)  to  estimate  the  amount  of 
gross  investment  that  would  produce  the  net  additions  to  the  capital  stock 
obtained  in  the  previous  step.  For  those  industries  whose  1970  capacity 
utilization  rate  was  100  percent,  discards  are  assumed  to  grow  at  the  same  rate 
as  the  adjusted  capital  stock  from  1970  to  1980.  In  industries  whose  capacity 
was  not  fully  utilized,  discards  are  assumed  to  grow  faster,  on  the  assump¬ 
tion  that  more  obsolete  capacity  will  be  eliminated  through  replacement 
investment  before  full  capacity  operations  are  approached  by  all  indus¬ 
tries  simultaneously  in  1980.  The  discard  rate  is  also  assumed  to  rise  in  gas 
utilities  (including  gas  pipelines)  as  a  result  of  rapid  shifts  in  the  location 
of  producing  wells. 

Since  so  many  specifications  and  data  adjustments  are  necessary  to  obtain 
numerical  estimates  of  capital  requirements,  these  estimates  are  not  defini¬ 
tive.  Their  usefulness  depends  on  the  descriptive  realism  of  the  assumptions 
employed  in  deriving  them.  These  include  the  degree  of  labor  force  utiliza¬ 
tion  and  the  composition  of  output  and  final  demand  in  1980,  as  well  as  the 
links  from  specified  output  targets  to  capital  “requirements”  and  the 
link  from  “required”  capital  to  investment.  The  data  on  capital  stocks  and 
discards  by  industry  are  weak.  Moreover  a  number  of  unspecified  economic 
assumptions  have  to  be  made  to  ensure  that  the  implied  accumulation  process 
is  consistent  with  a  movement  toward  economic  equilibrium  and  stable  real 
rates  of  return. 

The  results  are  highly  sensitive  to  changes  in  the  output  mix — for  instance, 
between  manufacturing  and  other  more  capital-intensive  sectors  such  as  agri¬ 
culture,  mining,  transpx>rtation,  communication,  and  utilities.  The  direct 
and  indirect  capital  requirement  per  dollar  of  output  from  petroleum  and 
natural  gas  mining,  for  example,  is  about  four  times  as  high  as  the  corre¬ 
sponding  coefficient  for  manufacturing.  Estimates  of  capital  requirements 
are  less  sensitive  to  shifts  between  broad  end-use  categories  like  consump¬ 
tion  and  business  fixed  investment  than  to  shifts  between  particular  output 
sectors,  but  the  composition  of  final  demand  still  matters.  For  instance,  the 
capital  required  jier  dollar  of  final  demand  is  22  percent  greater  for  personal 
consumption  than  for  private  fixed  investment. 


•One  of  the  most  significant  exceptions  is  the  electric  utilities  industry,  in  which 
the  past  trend  of  rising  capital-output  ratios  was  not  projected  to  continue  in  the 
absence  of  “Project  Independence”  objectives. 
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Subject  to  all  these  qualifications,  certain  conclusions  can  be  drawn  from 
the  estimates  reported  in  Table  4.  The  table  shows  that  a  share  of  business 
fixed  investment  in  GNP  as  low  as  9.9  pjercent  in  1971-80  is  estimated  to  be 
compatible  with  the  output  level  specified  for  1980,  if  capital-output  ratios 
lemain  at  their  1970  level  and  the  energy  and  pollution  abatement  goals 
previously  specified  are  left  out  of  account.  Hence,  without  the  additional 
requirements  attributable  to  changing  technology  and  to  government  poli¬ 
cies,  the  share  of  business  fixed  investment  in  GNP  could  actually  be  lower 
than  the  10.4  percent  that  prevailed  during  the  period  from  1%5  through 
1970.  This  result  is  obtained  in  spite  of  a  slight  acceleration  in  the  actual 
and  projected  annual  rates  of  discards  (from  around  4.6  percent  of  the 
capital  stock  in  l%5-70  to  4.8  percent  in  1972-74  and  4.9  percent  in  1980) , 
because  it  is  estimated  that  the  changing  industrial  composition  of  GNP 
reduces  the  cumulative  investment  required. 

However,  the  ratio  of  required  investment  to  GNP  would  be  lifted  from 
9.9  to  11.4  percent  in  1971-80,  and  cumulative  investment  would  have  to 
rise  15  percent  more  than  previously  estimated,  if  the  legal,  technological, 
and  energy-related  factors  that  raise  investment  requirements  in  the  current 
decade  are  to  be  allowed  for.  Together  these  additional  requirements  add 
$190  billion  in  1972  dollars  to  the  cumulative  investment  total  for  the  decade 
1971-80. 


Table  4. — Share  of  business  fixed  investment  in  gross  national  product:  historical  data  and 
projected  requirement,  selected  periods,  1965—80 


Item 

1965-70 

1 

1971-74 

1975-80 

1971-80 

Cumulitiva  gross  national  product  (GNP); 

Billions  of  1972  dollars 

5,999.3 

4,674.5 

m 

12,929.1 

Cumulative  business  fixed  investment: 

623.4 

486.8  1 

*986.6 

>844.5 

*796.6 

1,473.4 

1.331.3 

1.283.4 

Fixed  1970  c/o  ratios: 

Actual  law* . 

imiiiii 

miiiiiii 

HHBBB 

muBB 

Busintss  fixtd  investmant  as  porcant  of  GNP: 

mi 

Percent 

10.4 

10.4 

_ 1 

m 

■■ 

Fixed  1970  e/o  ratios: 

Actual  law* . 

Pre-1970  law* . 

■  Otrivid  from  GNP  projoctions  in  1958  dollirs  provided  by  tho  Dopartmant  of  Labor  Division  of  Economic  Growth. 

>  "Actual  Law"  contains  pollution  control  axpanditurss  pursuant  to  tha  1970  Clean  Air  Amendments  and  to  the  1972 
Federal  Water  Pollution  Act  Amendments,  while  "Pre-l970  Law"  does  not  contain  these  expenditures. 

*  Derived  by  subtracUng  actual  investment  in  1971-74  from  the  estimate  of  investment  required  during  1971-80. 

Note.— The  1965-74  data  in  this  table  have  not  been  revised  to  the  new  benchmark  data  used  elsewhere  in  this  Report 
since  tha  projections  were  made  before  tha  new  data  were  available.  However,  using  the  new  data,  business  fixed  invest¬ 
ment  as  percent  of  GNP  would  have  been  the  same  for  1965-70  as  shown  in  the  table  (10.4  percent)  and  slightly  lower  for 
1971-74  (10.2  percent  instead  of  10.4  percent). 

Sources:  Department  of  Commerce  (Bureau  of  Economic  Analysis)  and  Department  of  Labor  (Division  of  Economic 
Growth). 
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Table  5. — Factors  affecting  the  cumulative  total  business  fixed  investment  required  from  1971 
through  1980,  by  major  industries 

[Billions  of  1972  dollorsj 


Factor 

TjUI 

Agrkul- 

tura, 

forastry, 

and 

fishsrias 

Mining 

Con¬ 

struc¬ 

tion 

Manu- 

fK- 

turing 

Trans¬ 

porta¬ 

tion 

Com¬ 

munica¬ 

tion 

Elactric, 
gas,  wa- 
tar,  and 
sanitary 
sarvicas' 

Sarvicas* 

othar* 

Fixad  1970  capital- 
output  (c/o)  ra¬ 
tios,  pollution 
control  rapuira- 
monts  limitad  to 
pra-1970  law . 

1,283.4 

68.5 

48.5 

29.5 

292.2 

134.7 

101.1 

209.5 

173.8 

225.7 

Add  for  actual  Pol- 
~lution  Control 

Laws  passad  in 
1970  and  1972.... 

47.8 

.9 

.5 

29.5 

.6 

.0 

14.2 

.3 

1.8 

Add  for  industrios 
with  c/o  ratios  in- 
crossing  for  raa- 
sons  othar  than 
tha  achiavamant 
of  graatar  anargy 
inaapandanca.... 

118.2 

10.3 

4.2 

.0 

35.3 

5.3 

.4 

.4 

62.4 

.0 

Add  for  industrios 
with  dacraasing 
c/o  ratios . 

-36.0 

-.0 

-21.8 

-.0 

-13.2 

-.0 

-.0 

‘-1.0 

-.0 

-.0 

Add  for  additional 
capital  raquirad 
for  graatar  anargy 
indapandanca.... 

57.9 

.0 

49.0 

.0 

.0 

.0 

.0 

8.9 

.0 

.0 

Add  for  incraasa  in 
pollution  control 
mvastmant  in- 
ducad  by  addi¬ 
tional  invastmant 

2.0 

.0 

.4 

.0 

•.2 

.0 

.0 

1.3 

.0 

.0 

Total  businass  fixad 
inva^ant 

1, 473.4 

78.8 

81.2 

30.0 

344.0 

140.6 

101.4 

233.3 

236.5 

227.5 

■  Includes  production  by  both  public  and  private  enterprises. 

>  Consists  of  hotels  and  lodging  plKOs,  personal  and  repair  services,  business  services,  automobile  repair  and  services, 
amusements  and  medical,  educational  services  and  nonprofit  organizations. 

*  Consists  of  wholesale  and  retail  trade  and  finance,  insurance  and  real  estate. 

<  Increase  in  discard  rate  in  gas  utilities  due  to  energy  considerations  would  produce  this  decline  unless  offset  by  (1.0 
billion  higher  investment  reauired  for  greater  energy  independence. 

•  Although  the  outputs  ana  capital-output  ratios  of  petroleum  refining  and  related  industries  are  not  assumed  to  change 
in  the  process  of  achieving  greater  energy  independence,  the  substitution  of  lower-grade  domestic  crude  for  higher-grade 
imported  crude  causes  some  additional  Elution  control  expenditures  in  petroleum  refining. 

Note.— Detail  may  not  add  to  totals  because  of  rounding. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 


As  shown  in  Table  5,  there  are  three  major  reasons  for  the  need  to 
devote  an  increased  share  of  GNP  to  fixed  investment: 

1.  Investment  in  pollution  abatement  equipment  as  a  consequence  of 
legislation  relating  to  “clean  air”  and  “clean  water”  is  estimated  to  add 
about  $48  billion  (1972  dollars)  to  the  base  level  1971-80  investment 
total.  This  base  level,  which  is  estimated  on  the  assumption  of  fixed 
capital-output  ratios  in  all  industries,  is  identified  as  “pre-1970  law” 
in  Table  4.  Less  than  half  of  this  additional  requirement  is  believed  to 
have  been  met  by  1975. 
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2.  Changing  technology  in  selected  industries,  such  as  agriculture,  ferrous 
mining  and  nonferrous  metals  manufacturing,  communication  equip¬ 
ment  manufacturing,  transportation,  business  services,  and  auto  repair, 
in  all  of  which  capital-output  ratios  have  been  increasing,  is  estimated 
to  add  about  $118  billion  to  the  cumulative  investment  required  from 
1971  to  1980,  while  industries  with  declining  capital-output  ratios  sub¬ 
tract  about  $36  billion. 

3.  To  meet  the  goal  of  greater  energy  independence,  increased  investment 
in  petroleum  mining,  electric  utilities,  and  other  energy-related  indus¬ 
tries  is  required.  This  is  estimated  to  add  about  $58  billion  to  the  1971- 
80  investment  total.  Another  $2  billion  is  required  for  the  induced  in¬ 
crease  in  pollution  control  expenditures  by  energy-producing  or  proc¬ 
essing  industries.  If  the  decline  in  the  capital-output  ratio  of  petroleum 
mining  continues,  the  cumulative  investment  could  be  $21.8  billion 
less.  Any  further  decline  in  capital-output  ratios  in  petroleum  mining, 
however,  would  be  inconsistent  with  the  assumption  of  increased 
domestic  energy  output. 

INFERENCES 

Although  these  estimates  are  by  no  means  definitive,  they  do  allow 
some  cautious  inferences.  Because  the  ratio  of  business  fixed  investment  to 
GNP  in  1971-74  continued  at  the  10.4  percent  level  that  prevailed  from 
1965  to  1970,  the  business  fixed  investment  to  GNP  ratio  may  have  to  average 
12  percent  from  1975  to  1980  to  meet  the  capital  requirements  projected  for 
1980.  Since  investment  is  expected  to  amount  to  less  than  10  percent  of  GNP 
in  1975-76,  these  estimates  suggest  that  investment  ratios  even  higher  than 
12  percent  may  be  necessary  in  the  next  4  years  to  put  enough  capital  in 
place  by  the  end  of  1 980  to  meet  the  goals  previously  stipulated. 

If  ratios  of  fixed  investment  to  GNP  substantially  in  excess  of  10  percent 
are  unattainable,  full  employment  cannot  be  achieved  by  1980  at  capital- 
output  ratios  and  productivity  growth  rates  as  high  as  those  projected  with 
the  assumption  that  the  environmental  and  energy  goals  are  to  be  met. 
Whether  full  employment  can  be  achieved  at  all  by  1980  under  these  condi¬ 
tions  depends  first,  of  course,  on  the  reliability  of  the  previous  estimates, 
and  then  on  the  ease  of  input  substitution  and  on  .the  flexibility  of  relative 
factor  prices.  If  the  estimated  capital  requirements  are  not  met,  the  1980 
output  level  could  be  lower  than  projected,  owing  to  lower  productivity  or 
lower  employment,  or  both.  Alternatively,  goals  concerning  {dilution  control 
and  energy  independence  might  have  to  be  scaled  down.  Either  of  these 
possibilities  seems  far  less  desirable  than  providing  incentives  to  raise  the 
share  of  investment  in  GNP. 

To  achieve  this  goal,  increased  savings  incentives  may  have  to  supple¬ 
ment  increased  investment  incentives  once  the  economy’s  resources  are  util¬ 
ized  more  fully.  Whether  an  increased  saving  rate  may  be  required,  however, 
defjends  not  only  on  the  potential  demands  for  business  investment  but 
also  on  the  demands  for  residential  construction  and  net  foreign  investment. 
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Furthermore  there  may  be  no  need  to  maintain  higher  business  fixed  in- 
\  estment  to  GNP  ratios  than  in  previous  periods  of  high  employment  beyond 
1980,  because  the  required  additions  to  capacity  are  bound  to  decline  sharply 
if  output  growth  falls  to  its  long-term  sustainable  level  and  no  new  policy 
initiatives  are  developed  that  would  require  extra  investments  in  areas  such 
as  energy,  safety,  or  the  environment  beyond  1980. 

At  the  present  time  macroeconomic  policies  that  continue  to  stimulate 
the  economy  to  a  fuller  utilization  of  its  resources  will  also  encourage  invest¬ 
ment.  But,  for  reasons  indicated  above,  a  steady  and  sustained  expansion 
will  provide  a  far  better  economic  climate  for  investment  than  a  path  of 
excessive  expansion  followed  by  another  cycle  of  inflation  and  recession. 
Moreover  a  policy  mix  that  relies  less  on  consumption-oriented  fiscal  expan¬ 
sion  and  more  on  monetary  stimulus  would  be  more  conducive  to  high  rates 
of  private  investment.  During  the  initial  phases  of  the  recovery  a  slower  rate 
of  increase  in  Federal  outlays  and  a  reduction  in  the  budget  deficit  would 
{jermit  a  more  expansionary  monetary  policy  to  be  carried  out  with  less  risk 
of  inflationary  pressures.  Such  a  policy  mix  would  tend  to  shift  the  composi¬ 
tion  of  output  toward  investment.  If  Government  deficits  do  not  decline 
rapidly  enough  as  the  recovery  proceeds,  the  savings  necessary  to  ensure  a 
satisfactory  rate  of  private  investment  may  be  preempted,  and  the  expansion 
could  stall  some  time  before  employment  returns  to  an  acceptable  level.  The 
President’s  program  of  reducing  the  growth  in  Federal  outlays  in  this  and  in 
coming  years  is  designed,  among  its  other  goals,  to  avoid  such  an  impasse. 
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CHAPTER  2 


Economic  Policy  and  Developments  in  1975 

During  the  first  part  of  1975  the  economy  moved  rapidly 
through  the  final  stages  of  the  most  severe  recession  of  the  postwar 
period.  Real  gross  national  product  (GNP)  fell  at  an  annual  rate  of  9.2 
percent  in  the  first  quarter  and  then  began  to  increase  (Table  6).  In  addi¬ 
tion,  the  rate  of  inflation  fell  rapidly  in  the  first  half  of  the  year  from  the 
high  rates  of  1974. 

Economic  policy  shifted  early  in  the  year  to  counter  the  decline  in 
output.  The  President  proposed  a  $  16-billion  tax  reduction  in  the  State  of 
the  Union  message  in  January  and  the  Congress  enacted  a  $21 -billion  net  re¬ 
duction  in  March.  Because  of  these  tax  cuts,  and  associated  one-time  social 
security  payments,  real  disposable  personal  income  rose  sharply  in  the  second 
quarter.  At  the  same  time,  the  monetary  aggregates  expanded  rapidly  as 
the  Federal  Reserve  accommodated  the  temporary  buildup  in  the  public’s 
holdings  of  currency  and  bank  deposits  caused  by  the  tax  cuts  and  social 
security  payments. 

GNP  rose  sharply  in  the  second  half  of  the  year;  and  by  the  end  of  the 
year  the  initial  phase  of  a  recovery  was  clearly  evident,  although  both 
unemployment  and  inflation  remained  distressingly  high. 

Measured  by  the  declines  from  peak  to  trough  in  real  GNP  and  real  dis- 
p>osable  personal  income  (DPI),  the  1974-75  recession  was  the  most  severe 
of  the  postwar  p>eriod.  Real  GNP  fell  6.6  percent  from  its  peak  in  the  fourth 
quarter  of  1973  to  its  trough  in  the  first  quarter  of  1975.  Real  DPI,  cushioned 
by  increased  transfer  payments  and  other  built-in  stabilizers,  fell  4.4  per¬ 
cent  during  the  same  period.  The  recession  became  more  severe  in  the  last 
quarter  of  1974  (Table  6).  Real  final  sales  decreased  at  an  8.6  percent 
annual  rate  in  the  fourth  quarter,  as  both  personal  consumption  expendi¬ 
tures  and  fixed  investment  exjjenditures  dropped  sharply.  Real  GNP  de¬ 
clined  at  an  annual  rate  of  7.5  percent  in  the  fourth  quarter  after  a  2.3 
p>ercent  annual  rate  of  decline  in  the  third  quarter. 

Changes  in  the  level  of  ecMiomic  activity  during  1975  were  dominated 
by  an  exceptionally  sharp  inventory  cycle.  The  large  reduction  in  real  final 
sales  in  late  1974  produced  a  large  and  unexpected  accumulation  of  inven¬ 
tories  which  were  then  liquidated  in  1975.  Real  final  sales,  which  had 
declined  since  the  end  of  1973,  stabilized  in  early  1975  and  then  rose  steadily 
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Table  6. — Changes  in  gross  national  product  in  constant  (1972)  dollars,  1973-75 
(PtrcMt  chinf*;  sMsoiMlIy  ad|u$t«d  annual  ratasl 


Compontnt 

1973 

1974 

1975  > 

1974 

1975 

III 

IV 

B 

II 

III 

IV  • 

PtrctntchanfB  in  1972  dolltrs: 

■ 

B 

■■ 

|H 

Total  GNP . 

5.3 

n 

-2.0 

-2.3 

-7.5 

H 

11.9 

Ptrsonal  consumption  ax- 

IH 

BB 

BH 

pandituras . 

4.5 

.9 

2.1 

-9.2 

1.8 

3.9 

Ourabla  foods . 

9.7 

-6.9 

-2.8 

4.6 

-39.8 

BSI 

^■riwla 

23.6 

Nondurabla  poods . 

3.4 

-2.1 

1.3 

1.2 

-7.4 

^BnM 

1.4 

Sarvicas . 

4.2 

2.6 

1.7 

2.1 

1.7 

■U 

.5 

Hn 

Businass  fixad  invastmant.. 

12.4 

-2.9 

-11.8 

-14.3 

-12.8 

-17.3 

-14.4 

-.7 

Rasidantial  invastmant . 

-3.1 

-25.6 

-18.1 

-23.1 

-41.9 

-42.0 

mm 

56.0 

31.6 

Govarnmant  purchasas . 

-.2 

.7 

1.2 

-.5 

-1.7 

6.1 

3.8 

Fadaral  purchasas . 

-5.9 

-I.l 

-.8 

4.3 

-4.1 

11.3 

4.3 

Stata  and  local  pur- 

chasas . 

3.S 

2.0 

2.4 

-3.0 

-.3 

2.8 

3.2 

3.5 

Addanda; 

Final  salas . 

4.8 

-1.2 

-.5 

-1.4 

-8.6 

3.8 

4.7 

5.0 

Domastic  final  salas . 

3.9 

-1.1 

-14 

HI 

BEflJ 
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during  the  balance  of  the  year.  Accelerating  inventory  liquidation  kept  in¬ 
dustrial  production  declining  until  April,  when  the  Federal  Reserve’s  index 
bottomed  out  12.5  percent  below  its  level  in  September  1974.  While  non- 
farm  inventory  decumulation  continued  through  the  year,  the  rate  of  liqui¬ 
dation  slowed  dramatically  by  the  third  quarter.  As  a  result,  production 
rebounded  sharply  and  in  December  the  index  of  industrial  production  was 
7.8  percent  above  its  April  low.  The  unemployment  rate  increased  from  5.6 
[jercent  in  the  third  quarter  of  1974  to  a  peak  of  8.7  percent  in  the  second 
quarter  of  1975.  By  the  fourth  quarter  it  had  fallen  to  8.5  percent. 

The  rate  of  inflation  was  lower  in  1975  than  in  1974.  As  measured  by  the 
consumer  price  index  (CPI),  inflation  dropped  from  a  12.1  percent  annual 
rate  during  1974  to  a  7.3  percent  rate  during  1975.  Two  principal  factors  ac¬ 
counted  for  this  improvement.  First,  the  weakened  state  of  demand  and  the 
reduction  of  inventories  put  downward  pressure  on  prices  at  the  same  time 
that  more  moderate  wage  increases  and  gains  in  productivity  were  limiting 
the  rise  in  unit  labor  costs.  Second,  the  waning  influence  of  the  explosion 
of  food  and  fuel  prices  in  1973  and  1974  also  contributed  to  the  moderation 
of  inflation.  Although  energy  prices  continued  to  rise  in  1975,  the  increase 
was  much  more  moderate  than  it  was  following  the  1973-74  Organization 
of  Petroleum  Exporting  Countries  (OPEC)  oil  price  increases.  The  up¬ 
ward  pressure  on  food  prices,  which  stemmed  from  heavy  world  demand 
and  the  sharp  reduction  in  the  1974  U.S.  grain  crop,  also  eased  during  1975. 
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National  Income  and  Product  Accounts  {NIP A)  Revision 

The  Bureau  of  Economic  Analysis  of  the  Department  of  Commerce  has 
just  completed  revisions  of  the  national  income  and  product  data  for  all 
years  after  1945.  These  revised  data,  which  are  described  in  the  January 
1976  issue  of  the  Survey  of  Current  Business,  are  used  throughout  this 
Report.  The  new  data  are  the  result  of  a  major  benchmark  revision  of  the 
statistical  data  and  the  introduction  of  about  20  definitional  changes  which 
improve  the  conceptual  framework  of  the  accounts.  In  addition,  the  base 
{jeriod  for  constant  dollar  GNP  estimates  has  been  advanced  from  1958  to 
1972.  The  most  significant  of  the  definitional  changes  are  a  new  treatment 
of  depreciation,  and  the  shift  of  mobile  home  purchases  and  purchases  of 
consumer  durables  by  landlords  from  consumption  to  residential  investment. 

While  it  will  be  some  time  before  many  of  the  implications  of  these  revi¬ 
sions  are  known,  there  are  noticeable  changes  in  some  series.  Nominal  GNP 
has  been  revised  upward  by  amounts  generally  less  than  1  percent.  For  1974, 
nominal  GNP  was  revised  to  $1,406.9  billion,  a  revision  of  0.7  percent.  How¬ 
ever,  the  revisions  generally  show  more  weakness  in  the  economy  in  the 
second  and  third  quarters  of  1974.  Because  of  the  new  treatment  of  depreci¬ 
ation,  capital  consumption  allowances  have  been  significantly  revised.  For 
example,  the  new  estimate  for  1974  is  $134.0  billion  compared  to  $119.5 
billion  on  the  old  basis.  Employee  compensation  and  gross  output  in  the  cor¬ 
porate  sector  have  been  revised  upward  progressively  since  1958  to  reflect  an 
upward  reappraisal  of  the  importance  of  corporate  activity  in  several  sectors. 
Thus,  for  1974,  employee  compensation  in  the  corporate  sector  is  now  esti¬ 
mated  to  be  $582.4  billion  compared  to  $524.1  billion  on  the  old  basis,  and 
gross  corporate  product  is  now  $854.6  billion  in  1974  compared  to  $770.1 
billion  on  the  old  basis.  Related  to  these  revisions  are  decreases  in  corporate 
profits,  and  in  noncorporate  sector  employee  compensation  and  gross  output. 
Because  the  increases  in  corporate  employee  compensation  exceed  the  de¬ 
clines  in  the  noncorporate  sector,  total  employee  compensation  has  been 
revised  significantly  upward. 

FISCAL  POLICY 

Fiscal  policy  was  expansionary  in  1975  compared  to  what  it  had  been  in 
1973-74.  (Unless  otherwise  stated,  reference  is  made  to  calendar,  rather 
than  fiscal,  years  throughout.)  The  growth  in  Federal  expenditures,  which 
had  accelerated  in  1974,  remained  high  through  mid- 1975.  The  1975  tax 
cuts  added  to  the  stimulus,  with  the  result  that  the  sharp  rise  in  the  full- 
employment  surplus  from  the  end  of  1972  to  the  third  quarter  of  1974  was 
entirely  reversed  in  1975. 

After  passage  of  the  Tax  Reduction  Act  of  1975  in  late  March,  an 
$8-bilIion  rebate  of  1974  taxes  was  paid.  At  an  annual  rate  this  represented 
a  $32-billion  tax  reduction  in  the  second  quarter  of  1975.  From  May  1,  the 
amount  of  individual  income  taxes  withheld  was  $12  billion  lower  at  an  an¬ 
nual  rate.  This  came  about  because  tax  liabilities  were  reduced  through  a 
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$30  credit  for  each  taxpayer  and  each  dependent  claimed  on  tax  returns, 
and  through  increased  standard  deductions  and  low-income  allowances. 
The  tax  credit  for  purchasing  a  new  principal  residence  and  the  earned 
income  credit  will  reduce  Federal  receipts  by  approximately  $1  billion  and 
raise  transfer  payments  by  $1  billion  in  the  first  half  of  1976,  when  these 
credits  are  claimed  on  1975  tax  returns.  An  estimated  80  percent  of  the 
earned  income  credit,  which  is  given  to  certain  workers  who  earned  less  than 
$8,000  in  1975,  will  be  in  excess  of  any  tax  liability  otherwise  owed  and  will 
thus  be  a  transfer  payment  rather  than  a  tax  refund. 

The  1975  Tax  Reduction  Act  cut  corporate  tax  liabilities  bv  a  gross 
amount  of  $4*4  billion.  The  net  reduction  was  only  $2J4  billion,  however, 
because  percentage  depletion  for  oil  and  gas  was  curtailed  and  because 
foreign  tax  credits  and  deferral  of  taxes  on  incomes  earned  abroad  by  cer¬ 
tain  U.S.  corporations  w'ere  limited.  The  largest  of  the  corporate  tax  reduc¬ 
tions,  amounting  to  $2%  billion  in  1975,  resulted  from  liberalization  of  the 
investment  tax  credit.  The  rate  of  this  tax  credit  was  increased  from  4  to  10 
percent  for  utilities,  and  from  7  to  10  percent  for  all  other  businesses,  on 
equipment  acquired  after  January  21,  1975,  and  placed  in  service  before 
January  1,  1977.  The  doubling  of  the  surtax  exemption  from  $25,000  to 
$50,000  and  the  lowering  of  the  regular  corporate  income  tax  rate  on  the 
first  $25,000  of  taxable  profits  from  22  percent  to  20  percent  decreased  1975 
liabilities  by  $1  ^  billion. 

In  all,  the  Tax  Reduction  Act  of  1975  lowered  receipts  by  around  $42 
billion  at  an  annual  rate  in  the  second  quarter  of  1975,  but  most  of  this 
drop  was  temporary.  The  tax  cuts  that  remained  in  effect  during  the  last 
half  of  1975  amounted  to  around  $15  billion  (annual  rate)  or  5  percent 
of  the  total  Federal  receipts  otherwise  obtained.  By  comparison,  the  1964  tax 
cut  that  went  into  effect  in  1%4  and  1965  lowered  Federal  taxes  by  over  10 
percent. 

On  a  unified  budget  basis,  the  deficit  in  fiscal  1975  was  $44  billion, 
$9  billion  larger  than  estimated  in  February  1975.  Outlays  in  fiscal  1975 
were  $325  billion,  $11  billion  above  the  February  estimate.  Only  a  fourth 
of  the  increase  in  outlays  is  attributable  to  departures  from  the  legislative 
program  assumed  in  the  February  budget.  Receipts  were  $281  billion, 
$2  billion  higher  than  projected,  even  though  the  Tax  Reduction  Act  of  1975 
reduced  receipts  in  fiscal  1975  by  $4  billion  more  than  the  budget  proposed. 
Most  of  the  $6-bilIion  difference  is  explained  by  higher  individual  income 
tax  receipts,  since  refunds  of  the  1974  tax  liabilities  were  $1  billion  less  and 
final  settlements  $3  billion  more  than  had  been  anticipated. 

FEDERAL  EXPENDITURES 

On  a  national  income  accounts  (NIA)  basis.  Federal  expenditures  in¬ 
creased  from  $300  billion  in  1974  to  $357  billion  in  1975,  a  rise  of  19  percent 
compared  to  the  13  percent  increase  the  year  before.  Because  the  recently 
released  revisions  of  NIA  data  have  altered  the  measured  level  and  composi¬ 
tion  of  F^eral  expenditures,  precise  comparisons  of  actual  expenditures  with 
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the  exp>enditures  projected  in  the  1976  budget  are  difficult.  Nevertheless,  if 
the  budget  numbers  are  roughly  adjusted  to  the  new  benchmark  basis,  a 
comparison  can  be  made.  Table  7  shows  that  Federal  expenditures  rose 
$10  billion  more  than  was  projected  in  FAruary  1975,  with  defense  pur¬ 
chases  $3  billion,  grants  $4  billion,  and  transfer  payments  to  persons  over 
$6  billion  higher  than  projected. 

Production  and  deliveries  on  defense  orders  outstanding  accelerated,  as 
they  have  done  repeatedly  during  previous  recessions,  because  of  the  slack  in 
the  suppliers’  other  business.  As  a  result  NIA  expenditures  rose  more  rapidly 
than  anticipated.  In  addition,  defense  purchases  were  raised  by  unexpectedly 
large  cost  increases,  attributable  in  part  to  die  high  inflation  of  recent  years. 
Nevertheless  the  share  of  defense  purchases  in  total  Federal  expenditures 
declined.  Federal  employee  compensation,  both  civilian  and  military,  was 
not  much  hi^er  than  projected,  since  the  propxisal  in  the  President’s  budget 
to  place  a  5  percent  cap  on  the  October  1975  pay  raise  of  Federal  employees 
was  sustained  by  the  Ckingress.  Federal  purchases  other  than  compensation 
were  about  $1J4  billion  above  the  February  estimates,  even  though  energy- 
related  spending  was  $1J4  billion  lower  because  domestic  crude  oil  prices 
were  not  decontrolled  as  expiected. 

Grants  were  $4  billion  higher  than  estimated  last  February,  even  though 
State  and  local  governments  did  not  receive  the  President’s  prop)osed  $1J4- 
billion  offset  for  increased  energy  costs.  Higher  public  assistance  payments. 
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education  grants  which  were  drawn  down  in  1975  rather  than  in  1974,  and 
congressional  inaction  on  Presidential  reform  proposals  for  medicaid  ac¬ 
counted  for  most  of  the  increases  in  grants. 

Over  half  of  the  $6-biIlion  underestimation  of  transfer  payments  to  per¬ 
sons  is  traceable  to  differences  between  expected  and  actual  legislation,  with 
the  remaining  underestimate  distributed  among  a  number  of  programs.  Con¬ 
gress  failed  to  enact  the  projx)sed  5  percent  caps  on  automatic  cost-of-living 
increases  for  transfer  programs  linked  to  the  consumer  price  index  or  linked 
to  an  index  of  food  costs  alone.  Social  security  recipients,  for  example,  re¬ 
ceived  an  8  percent  increase  in  benefits  on  July  1,  1975,  equal  to  the  rise 
in  the  consumer  price  index  from  the  second  quarter  of  1974  to  the 
first  quarter  of  1975,  according  to  the  automatic  cost-of-living  formula 
adopted  in  1972.  The  extra  spending  for  this  and  other  indexed  programs, 
such  as  supplemental  security  income,  Federal  employee  retirement  and 
disability,  military  retired  pay,  railroad  retirement,  and  food  stamps, 
amounted  to  $1^  billion.  In  addition,  $1^  billion  was  paid  to  certain  social 
insurance  beneficiaries  in  the  second  quarter  of  1975  as  a  result  of  the  $50 
bonus  provided  for  each  recipient  by  the  Tax  Reduction  Act  of  1975. 

Over  the  past  decade  Federal  transfer  payments  to  persons  have  grown  at 
an  increasing  pace.  Between  1965  and  1973,  both  years  of  high  resource 
utilization,  the  fraction  of  Federal  expenditures  accounted  for  by  transfers 
to  persons  rose  from  24  percent  to  35  percent.  Since  then  this  share  has 
grown  to  41  percent.  Only  part  of  the  recent  rise  has  been  due  to  higher 
rates  of  inflation,  the  direct  Federal  funding  of  certain  welfare  programs 
previously  financed  through  grants,  and  the  low’  levels  of  economic  activity 
in  the  past  2  years. 

One-third  of  the  $3iy2-billion  growth  in  transfer  payments  to  persons 
from  1974  to  1975  cannot  be  explained  by  such  factors.  In  1975  unemploy¬ 
ment  benefits  increased  by  $11  billion  over  1974,  with  $8/2  billion  of  this 
rise  attributable  to  higher  covered  unemployment,  $54  billion  to  higher 
average  weekly  benefits  in  resjjonse  to  wage  inflation,  and  the  remaining  $2 
billion  to  new  legislation  extending  the  scope  of  unemployment  insurance. 
Since  the  consumer  price  index  rose  9  percent  from  1974  to  1975,  additional 
expenditures  of  $10  billion  were  required  to  hold  the  real  value  of  Federal 
transfer  payments  unchanged.  Most  of  the  remaining  $1054  billion  resulted 
from  noncyclical  growth  in  real  transfer  payments. 

FEDERAL  RECEIPTS 

Federal  receipts  (NIA)  declined  in  1975  as  a  result  of  the  tax  cuts  that 
went  into  effect  at  the  low  p>oint  of  the  business  cvcle  and  produced  an  $1 854- 
billion  reduction  in  receipts  (excluding  secondary  effects).  While  nominal 
GNP  rose  by  654  percent  in  spite  of  the  recession,  receipts  fell  by  2  p)ercent, 
dropping  from  $288  billion  in  1974  to  $283  billion  in  1975  (Table  7) . 

The  overall  decline  in  receipts  closely  matched  that  estimated  in  Feb- 
njary  1975,  since  larger  tax  cuts'  were  offset  by  upward  reestimates  of 
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receipts,  even  though  the  underlying  economic  developments  were  not  sig¬ 
nificantly  different  from  those  assumed  in  last  year’s  budget.  The  com¬ 
position  of  receipts  was  quite  different,  however,  since  the  President’s  energy 
program  was  not  passed  and  since  hk  program  to  provide  economic  stimulus 
was  changed. 

The  President’s  energy  program  included  decontrol  of  all  domestic  crude 
oil  prices  by  April  1,  1975,  coupled  with  higher  import  fees,  excise  taxes  on 
domestic  oil  and  natural  gas,  and  a  windfall  profits  tax  on  domestic  pro¬ 
ducers  of  oil.  In  1975  these  additional  indirect  business  taxes  were  estimated 
at  $265^2  billion,  $19  billion  of  which  was  to  be  returned  to  individuals 
and  $6  billion  to  corporations,  through  income  tax  reductions.  Unlike 
the  energy  program,  the  President’s  program  to  stimulate  the  economy 
involved  a  reduction  rather  than  a  rearrangement  of  taxes.  It  provided 
for  $12  billion  in  tax  rebates  to  individuals  and  a  1-year  increase  in 
the  investment  tax  credit  for  businesses  (mostly  nonfinancial  corporations) 
costing  approximately  $3  billion.  Hence  the  President’s  entire  program 
would  have  lowered  personal  tax  and  nontax  receipts  by  $31  billion  and 
corjwrate  profits  tax  receipts  by  $9  billion,  compared  to  the  receipts  esti¬ 
mated  if  the  1974  tax  law’s  were  applied  unchanged  to  the  income  levels 
projected  for  1975.  The  actions  actually  taken,  however,  lowered  taxes  by 
$16  billion  for  individuals  and  $2/a  billion  for  corporations  in  1975.  Differ¬ 
ences  in  legislation  alone  w'ould  thus  have  caused  individual  income  tax 
receipts  to  be  $15  billion  higher,  corporate  income  taxes  $6/a  billion  higher, 
and  indirect  business  taxes  (including  the  $2 /a -billion  import  fees  on  crude 
oil  and  products)  $24  billion  lower  than  in  the  February  estimates.  These 
program  changes  accounted  for  most  of  the  differences  among  the  receipt 
components  shown  in  Table  7. 

BALANCES  OF  THE  FEDERAL  SECTOR 

The  Federal  sector  deficit  (NIA)  rose  from  $12  billion  in  1974  to  an 
estimated  $73  billion  in  1975.  Less  than  half  of  the  $61-billion  increase  was 
due  to  the  loss  of  receipts  and  the  increase  in  expenditures  directly 
caused  by  the  cyclical  downturn,  since  the  decline  in  the  full-employment 
balance  equaled  more  than  half  the  increase  in  the  deficit  (Table  8). 

Full -employment  surpluses  or  deficits  are  the  differences  between  what 
receipts  and  expenditures  are  estimated  to  be  if  the  economy  were  operating 
at  the  potential  output  level  consistent  with  4  percent  unemployment.*  The 


*Until  a  formal  reappraisal  of  p>otential  output  growth  over  the  past  decades  can 
be  completed  in  the  light  of  the  benchmark  revisions  and  other  factors,  the  following 
provisional  procedure  is  used  to  estimate  potential  GNP  in  1972  dollars:  The  per¬ 
centage  output  gap  is  assumed  to  be  —0.89  percent  in  the  fourth  quarter  of  1968, 
the  same  as  it  was  on  the  old  basis;  and  potential  output  is  projected  to  grow  sub¬ 
sequently  at  a  4  percent  annual  rate,  the  same  rate  used  before.  On  the  new  basis 
the  gap  in  the  third  quarter  of  1975  is  estimated  to  be  12.63  percent,  the  same  as 
on  the  old  basis,  but  differences  of  more  than  1  percentage  point  are  observed  in  some 
earlier  quarters. 
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Table  8. — Actual  and  full— employment  Federal  and  State  and  local  government  receipts  and 
expenditures,  national  income  accounts  basis,  calendar  years  1969-75 
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10.0 

-63.5 

1974:  1 . 

275.7 

281.1 

-5.3 

201.9 

192.6 

9.4 

4.0 

II . 

285.6 

293.5 

-7.9 

207.3 

199.1 

8.2 

.3 

Ill . 

299.2 

307.2 

-8.0 

213.5 

204.5 

9.1 

1.0 

IV . 

293.1 

318.6 

-25.5 

214.9 

209.0 

5.9 

-19.6 

1975:  1 . 

283.6 

337.4 

-53.7 

221.2 

215.5 

5.7 

-48.0 

II . 

250.1 

352.3 

-102.2 

228.2 

219.4 

8.8 

-93.4 

Ill . 

293.3 

363.8 

-70.5 

237.7 

224.8 

12.9 

-57.6 

Full-amploymant: 

1969 . 

199.7 

10.9 

120.1 

117.6 

2.6 

13.5 

1970 . 

5.9 

140.6 

132.2 

8.4 

14.3 

1971 . 

218.6 

218.2 

.4 

^^^■Triwl 

148.9 

11.5 

11.9 

1972 « . 

234.4 

242.7 

-8.4 

183.9 

163.7 

20.2 

11.8 

1973 . 

271.2 

7.5 

198.7 

iB;1 

17.8 

25.3 

1974 . 

323.2 

25.4 

224.5 

201.3 

23.2 

48.6 

1975 1 . 

340.8 

348.3 

-7.5 

259.8 

222.4 

37.4 

29.9 

1974:  1 . 

297.3 

279.5 

17.8 

211.2 

192.6 

18.6 

36.4 

II . 

315.6 

291.9 

23.7 

220.2 

199.1 

21.1 

44.8 

Ill . 

337.0 

32.0 

229.8 

25.3 

57.3 

IV . 

342.7 

314.7 

28.0 

236.7 

209.0 

27.7 

55.7 

1975;  1 . 

344.8 

329.8 

15.1 

249.6 

215.5 

34.1 

49.2 

II . 

343.0 

-33.3 

257.3 

219.4 

37.9 

4.6 

Ill . 

348.6 

355.3 

-6.7 

263.9 

224.8 

39.1 

32.4 

•  Preliminary. 

*  The  $9.1  billion  estimated  increase  in  overwithholdinK  of  personal  income  taxes  is  not  included  in  1972  full-employ¬ 
ment  receipts. 

Note.— Detail  may  not  add  to  totals  because  of  rounding. 

Sources:  Department  of  Commerce  (Bureau  of  Economic  Analysis),  Office  of  Management  and  Budget,  and 
Council  of  Economic  Advisers. 

measurement  of  these  balances  has  been  complicated  by  several  factors  in 
recent  years.  If  they  are  computed  on  a  consistent  basis,  however,  changes 
in  the  full-employment  balance  can  be  used  to  indicate  changes  in  the 
thrust  of  fiscal  policy.  Unlike  the  levels  of  these  balances,  the  changes  from 
year  to  year  are  not  sensitive  to  the  choice  of  the  unemployment  rate  used 
to  adjust  actual  receipts  and  expenditures  for  cyclical  effects.  If  the  calcula¬ 
tions  are  based  upon  a  4  percent  rate,  Federal  expenditures  must  be  reduced 
by  the  difference  between  actual  unemployment  benefits  and  the  unem¬ 
ployment  benefits  that  would  be  paid  at  4  percent  unemployment  under 
continuing  programs.  (An  analogous  adjustment  is  made  to  bring  unem¬ 
ployment  insurance  taxes  down  to  a  level  consistent  with  4  percent  unem¬ 
ployment.  ) 

In  computing  the  full-employment  balance,  the  introduction  of  new  unem¬ 
ployment  benefit  programs  during  the  comparison  period  is  handled  by  treat- 
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ing  all  expenditures  under  these  programs  as  if  they  were  included  in  full- 
employment  expenditures.  By  this  procedure  the  change  in  fiscal  stimulus 
which  stems  from  the  adoption  of  new  policy  measures  can  be  gauged  cor¬ 
rectly,  even  though  the  additional  s|}ending  from  these  programs  would  not 
have  occurred  if  unemployment  had  not  risen.  Thus  full-employment  ex¬ 
penditures  for  1975  include  the  Federal  supplemental  benefits  resulting  from 
the  increase  in  the  maximum  duration  of  unemployment  benefits  in  De¬ 
cember  1974  and  March  1975.  They  also  include  expenditures  under  the 
special  unemployment  assistance  program,  which  was  enacted  on  a  tem¬ 
porary  basis  in  December  1974  to  cover  some  unemployed  wage  and  salary 
workers  who  are  ineligible  for  the  regular  Federal  or  State  programs  solely 
because  part  or  all  of  their  employment  was  not  in  the  covered  sector. 

The  $33-billion  decline  in  the  full-employment  balance  from  1974  to  1975, 
a  reduction  which  approached  2  percent  of  potential  GNP,  was  the  largest 
since  the  Council’s  series  began  in  1955.  Full-employment  expenditures, 
which  rose  4  percentage  points  faster  than  {x>tential  GNP  in  current  dollars, 
and  the  statutory  tax  cuts  contributed  about  equally  to  this  result.  The  swing 
between  individual  quarters  was  even  greater.  For  instance,  at  an  annual 
rate  the  actual  deficit  was  $94  billion  higher  and  the  full-employment  bal¬ 
ance  $65  billion  lower  in  the  second  quarter  of  1975  than  in  the  third  quarter 
of  1974,  when  the  full-employment  budget  surplus  was  at  a  peak.  For  both 
measures,  however,  $39  billion  of  the  swing  was  due  to  the  one-time  indi¬ 
vidual  income  tax  rebates  and  to  the  special  payments  to  certain  social  in¬ 
surance  recipients  that  were  made  in  the  second  quarter  of  1975.  The  stim¬ 
ulus  to  the  economy  resulting  from  the  temporary  tax  measures  was  probably 
far  less  than  that  resulting  from  the  reduction  in  withholding  rates.  Although 
the  dollar  amounts  of  temporary  and  permanent  individual  income  tax  cuts 
were  roughly  equal  in  1975,  a  one-time  increase  in  consumer  income  is  gen¬ 
erally  expjected  to  raise  spending  by  less  than  would  result  from  an  equal 
increase  in  current  income  which  is  expected  to  be  maintained. 

The  fiscal  stimulus  that  remained  in  place  during  the  second  half  of  1975 
shows  that  the  increases  in  the  full-employment  budget  surplus  which  oc¬ 
curred  from  1972  to  1974  have  been  completely  offset.  Between  1972  and 
1974,  increasing  rates  of  inflation  raised  full-employment  receipts  propor¬ 
tionately  more  than  full-employment  expenditures.  The  decline  in  the  rate 
of  inflation  in  1975  may  have  reversed  the  operation  of  this  process,  since  the 
higher  p)ast  rates  of  inflation  still  contribute  to  the  current  growth  of  full- 
employment  expenditures  while  they  have  little  effect  on  the  current  growth 
in  full-employment  receipts. 

The  effect  of  declining  inflation  on  actual  and  full-employment  corporate 
tax  receipts  has  been  particularly  striking.  Inventory  profits  decreased  from 
$39  billion,  or  29  percent  of  the  book  profits  of  corporations  in  1974,  to 
$12  billion,  or  10  percent  of  book  profits  in  1975.  Because  of  this  decline, 
the  share  of  profits  in  GNP  used  to  estimate  corporate  profits  tax  accruals 
at  full  employment  fell  from  1 1 J4  percent  to  9^3  percent. 
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Personal  tax  and  nontax  payments  also  respond  disproportionately  to 
changes  in  the  rate  of  inflation.  At  full  employment,  the  base  of  the  personal 
income  tax  (which  is  approximated  by  p>ersonal  income  plus  personal  con¬ 
tributions  for  social  insurance  and  minus  transfer  payments  and  other  labor 
income)  is  estimated  to  be  72  percent  of  potential  GNP.  The  average  tax  rate 
applied  to  this  base  rises  over  time  as  a  result  of  inflation  and  growth.  When 
the  rate  of  inflation  is  about  6  percent,  as  it  was  from  the  fourth  quarter  of 

1974  to  the  fourth  quarter  of  1975,  and  the  full-employment  tax  base  is 
growing  by  4  percent  p>er  annum  in  real  terms,  the  overall  elasticity  of  per¬ 
sonal  taxes  is  between  1.40  and  1.45  with  respect  to  the  personal  income 
tax  base.  If  the  nonrebate  features  of  the  Tax  Reduction  Act  of 

1975  or  the  provisions  of  the  subsequent  Revenue  Adjustment  Act  were 
extended  without  change  beyond  the  middle  of  this  year,  the  average  tax 
rate  on  the  base,  which  was  13.0  percent  in  1974  and  12.3  in  the  fourth 
quarter  of  1975,  would  again  reach  13.0  percent  by  the  middle  of  1977, 
assuming  4  percent  potential  growth  and  6  percent  inflation  per  year.  Under 
these  assumptions  it  would  thus  take  only  about  V/a  years  to  reverse  com¬ 
pletely  the  reduction  in  the  average  tax  rate  resulting  from  the  1975  legis¬ 
lation.  Provided  that  the  growth  in  full-employment  expenditures  does  not 
exceed  that  of  potential  GNP — as  it  did  in  1975 — a  gradual  rise  in  the 
full-employment  surplus  is  built  into  the  tax  system. 

STATE  AND  LCXJAL  AND  COMBINED  BALANCES 

The  full-employment  surplus  of  State  and  local  governments  rose  by  $14 
billion  from  the  third  quarter  of  1974  to  the  corresponding  quarter  of  1975, 
offsetting  over  a  third  of  the  downswing  in  the  Federal  full-employment 
balance  during  this  period.  State  and  local  governments  shifted  to  greater 
restraint  in  their  fiscal  operations  to  prevent  operating  deficits  from  increas¬ 
ing  as  much  as  would  automatically  result  from  the  recession. 

State  and  local  governments  incurred  operating  deficits  for  5  successive 
quarters,  starting  in  the  second  quarter  of  1974.  The  operating  deficits  are 
not  shown  in  Table  8,  but  they  can  be  obtained  from  the  NIA  surplus  or 
deficit  by  subtracting  the  surplus  of  the  social  insurance  funds  of  State  and 
local  governments.  From  the  start  of  1974  to  the  middle  of  1975  this  sur¬ 
plus  grew  from  $9  billion  to  $11  billion.  The  operating  deficit  reached 
a  peak  of  $5  billion  (annual  rate)  in  the  first  quarter  of  1975,  in  spite  of 
progressive  increases  in  the  full-employment  surplus  during  1974-75.  By 
the  third  quarter,  however,  the  operating  deficit  was  eliminated  after  the  eco¬ 
nomic  recovery  had  begun.  Toward  the  end  of  1975,  State  and  local  govern¬ 
ments  had  a  small  operating  surplus,  the  first  such  surplus  since  late  1973 
when  the  unemployment  rate  was  less  than  5  percent. 

The  swing  in  the  fiscal  position  of  State  and  local  governments  has  been 
much  more  pronounced  and  procyclical  in  the  last  recession  than  in  earlier 
ones.  Though  aided  by  an  unusually  large  increase  in  Federal  grants  of  $10 
billion  from  1974  to  1975,  many  State  and  local  governments  were  un¬ 
prepared  for  the  depth  and  duration  of  the  last  recession  and  hence  were 


57 


forced  to  adjust  to  new  economic  and  financial  realities.  They  did  so  by 
keeping  the  rate  of  growth  of  expenditures  well  below  the  rate  of  growth  of 
potential  GNP  and  by  enacting  tax  increases  of  over  $1  billion. 

MONEY  AND  CREDIT 

The  monetary  trends  established  in  the  second  half  of  1974  continued 
during  the  first  quarter  of  1975  as  the  economic  decline  intensified.  Short¬ 
term  interest  rates  fell  sharply,  continuing  the  steep  decline  that  had  begun 
in  August  1974.  During  the  same  period,  the  growth  in  monetary  aggregates 
slowed,  with  the  narrowly  defined  money  stock  (Mi)  actually  declining 
slightly. 

In  the  second  and  third  quarters  short-term  rates  of  interest  and  the 
monetary  aggregates  exhibited  behavior  that  is  typical  around  a  business 
cycle  trough.  Thus  the  monetary  aggregates  accelerated  sharply  just  before 
the  turnaround  in  production  that  started  in  April,  and  they  continued  to 
grow  rapidly  throughout  the  second  quarter.  Short-term  interest  rates 
reached  a  trough  in  June,  shortly  after  the  recovery  had  begun,  and  then 
rebounded  fairly  sharply  in  the  third  quarter. 

However,  neither  of  these  patterns  was  sustained.  Short-term  interest  rates 
peaked  in  September  and  by  December  had  fallen  back  to  their  May  levels. 
The  growth  in  the  monetary  aggregates,  which  had  fallen  off  sharply  in  the 
third  quarter,  remained  sluggish  through  the  end  of  the  year.  In  spite  of  this 
return  to  patterns  reminiscent  of  the  first  quarter  of  the  year,  however,  GNP 
continued  to  grow  rapidly  from  the  third  to  the  fourth  quarter  of  the  year. 

MONETARY  AGGREGATES 

The  steep  decline  in  output  in  the  first  quarter  of  1975  contributed  to  a 
significant  slowdown  in  the  rate  of  growth  in  the  monetary  aggregates.  The 
decelerations  show  up  even  in  3-month  growth  rates  (Chart  1).  The  rate 
for  Ml  turns  negative  in  February,  while  that  for  M2  drops  by  over  2  per¬ 
centage  points  from  December  1974  to  January  1975. 

In  the  second  quarter  of  1975  this  pattern  was  reversed.  The  money  stock 
increased  strikingly  as  the  Treasury  paid  out  nearly  $10  billion  in  special 
tax  rebates  and  special  payments  to  certain  social  insurance  recipients.  The 
Federal  Reserve  did  not  move  to  offset  the  large  increase  in  the  money  stock, 
and  the  aggregates  expanded  at  substantial  and  accelerating  rates.  From  the 
end  of  the  first  quarter  to  the  end  of  the  second.  Mi  grew  by  11.7  percent  per 
annum,  while  M2  advanced  at  a  14.1  percent  annual  rate. 

During  the  third  and  fourth  quarters  of  1975  nominal  GNP  increased 
at  a  rapid  rate  as  the  recovery  progressed.  However,  the  fast  growth  in  the 
monetary  aggregates  typical  of  the  early  stages  of  previous  recoveries  was 
not  sustained  this  time.  In  fact  monetary  growth  decelerated  sharply 
in  the  second  half  of  the  year,  exactly  at  the  time  that  income  was  ac¬ 
celerating.  Growth  in  velocity  hence  accounted  for  a  larger  share  of  the 
increase  in  nominal  GNP  than  has  been  the  case  at  comparable  stages  of  the 
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Chart  1 

O 

Interest  Rates  and  Monetary  Growth 


PERCENT  PER  ANNUM 
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Ml  IV  I  II  III  IV 

1974  1975 

SOURCE:  BOARD  OF  GOVERNORS  OF  THE  FEDERAL  RESERVE  SYSTEM. 
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last  four  postwar  recessions.  Moreover  the  large  increase  in  velocity 
in  the  fourth  quarter  occurred  when  short-term  rates  of  interest  were 
actually  falling. 

Over  the  third  quarter  Mi  grew  at  a  2.3  percent  annual  rate,  M2  by 
6.5  percent.  These  represent  signihcant  drops  from  the  corresponding  rates 
for  the  3  months  before:  a  decline  of  9.4  percentage  points  in  the  Mi  growth 
rate,  7.6  points  in  the  M2  growth  rate.  These  decelerations  were  large 
enough  that  the  growth  rates  of  the  two  aggregates  for  the  6-month  period 
from  March  to  September  fell  within  the  Federal  Reserve’s  prescribed 
ranges,  despite  the  fact  that  in  May  and  June  the  aggregates  had  grown 
well  above  the  prescribed  ranges. 

The  growth  in  the  aggregates  did  not  recover  significantly  in  the  fourth 
quarter  of  1975,  however.  From  September  to  December,  Mi  grew  at  a  2.3 
percent  annual  rate,  M2  by  7.0  percent.  Because  of  this  persistence  of  slug¬ 
gish  monetary  growth  in  the  fourth  quarter,  growth  in  the  aggregates  for 
all  of  1975  remained  moderate.  From  the  fourth  quarter  of  1974  to  the 
fourth  quarter  of  1975,  Mi  grew  by  4.5  percent,  M2  by  8.7  percent. 
Despite  the  fact  that  1975  was  partly  a  recovery  year,  the  growth  in  M, 
was  somewhat  lower  than  the  5.2  percent  rate  recorded  in  the  recession 
year  1974,  while  the  growth  in  the  broader  definition  of  money,  M2,  was 
only  a  percentage  point  higher  than  in  1974. 

THE  MONEY  AND  BOND  MARKETS 

In  early  1975,  short-term  interest  rates  continued  the  sharp  decline  of 
the  last  half  of  1974,  reflecting  weak  short-term  credit  demands  and  reduced 
inflationary  expectations.  Yields  on  new  issues  of  3-month  Treasury  bills  de¬ 
clined  2  full  percentage  points  from  December  1974,  reaching  a  low  p>oint  of 
5.2  percent  in  June  1975.  Over  this  same  period,  yields  on  4-  to  6-month 
prime  commercial  paper  fell  from  9  percent  to  5.8  percent. 

During  the  summer  short-term  rates  rose  significantly  and  monetary 
growth  decelerated.  Bill  rates  were  near  6}4  percent  in  August  and  Sep¬ 
tember;  commercial  paper  rates  peaked  at  6.9  percent  in  September.  This 
rise  in  interest  rates  following  a  turnaround  in  business  activity  was  com¬ 
pletely  in  keeping  with  the  behavior  of  interest  rates  at  comparable  stages  of 
previous  recoveries.  In  that  sense  it  was  not  unexpected,  but  in  another 
sense  it  was.  In  previous  recoveries  the  rise  in  short-term  rates  of  interest 
has  been  associated  with  a  rising  private  demand  for  credit.  In  the  third 
quarter  of  1975,  however,  private  demand  for  credit  remained  relatively 
weak  despite  the  rise  in  output,  in  part  because  inventories  continued  to  be 
liquidated.  It  is  therefore  hard  to  argue  that  interest  rates  rose  in  the  third 
quarter  because  of  the  quickening  pace  of  economic  activity. 

A  second  explanation  is  the  sharp  decline  in  monetary  growth  in  the 
third  quarter.  But  if  that  is  the  reason,  why  did  the  decline  in  interest  rates 
moderate  in  the  second  quarter  when  the  monetary  aggregates  accelerated 
sharply?  Moreover,  the  slow  growth  in  the  aggregates  during  the  summer 


60 


may  have  represented  the  windinja^-down  of  a  temporary  buildup  in  cash 
balances  due  to  the  rebates,  and  if  so,  it  should  not  have  put  upward  pres¬ 
sure  on  interest  rates.  Finally,  if  slow  money  growth  explains  the  rise  in 
interest  rates  in  the  third  quarter,  how  are  slow  money  growth  and  falling 
interest  rates  in  the  fourth  quarter  to  be  reconciled? 

A  third  explanation  is  that  the  sharp  increase  in  the  CPI  in  June  and  July 
caused  inflationary  expectations  to  be  revised  upward,  which  in  turn  led 
investors  to  demand  higher  nominal  rates  of  interest.  This  reasoning  can 
also  explain  the  reversal  of  rates  in  the  fourth  quarter:  the  slow  rate  of  price 
rise  in  August  and  a  return  to  the  more  moderate  rates  of  inflation  of  the 
first  half  of  the  year  led  inflationary  expectations  to  be  revised  back  down 
again. 

Rates  of  interest  on  long-term  securities  were  much  more  stable  than 
short-term  rates,  as  is  typically  the  case.  Moody’s  Aaa  corporate  bond  yield, 
which  stood  at  9.27  percent  in  October  1974,  declined  only  to  8.62  percent 
in  February  1975  and  fluctuated  slightly  below  9  percent  for  most  of  the 
rest  of  the  year.  A  large  volume  of  new  issues  of  long-term  corporate  debt 
in  the  first  half  of  1975  helped  to  hold  up  long-term  yields.  Because  the  drop 
in  long  rates  from  their  1974  highs  was  much  less  than  the  fall  in  short  rates, 
the  large  premium  of  short  over  long  rates  that  had  developed  in  the  sum¬ 
mer  of  1974  was  reversed.  In  July  1974,  the  4-  to  6-month  commercial  paper 
rate  was  300  basis  f>oints  above  Moody’s  Aaa  corporate  bond  yield.  In 
October  of  last  year  it  w’as  nearly  240  basis  points  below. 

Yields  on  municipal  bonds  also  displayed  a  noticeable  upward  trend  for 
most  of  the  year,  although  they  too  fell  at  year-end.  Events  in  the  municipal 
bond  markets  were  dominated  by  the  financial  difficulties  of  New  York  City. 
The  uneasiness  created  by  the  New  York  situation  raised  a  general  question 
about  the  solvency  of  State  and  local  governments  and  agencies  in  the  minds 
of  many  investors.  As  a  consequence  the  yields  on  prime  municipal  bonds 
rose  moderately  relative  to  both  U.S.  Government  issues  and  high-grade 
corporate  bonds  from  June  to  November,  as  investors  demanded  increased 
risk  premiums  to  buy  municipals.  Much  greater  yield  increases  developed 
for  less  highly  rated  municipals. 

Municipal  bond  markets  became  more  orderly  after  the  November  26 
announcement  of  the  President’s  program  of  conditional  loans  to  New  York 
City.  The  spread  between  interest  rates  on  prime  municipal  bonds  and 
high-grade  corporate  bonds  promptly  returned  to  approximately  what  it  had 
been  during  the  summer.  However,  the  yield  spread  between  prime  and 
medium-grade  municipal  bonds  remained  at  the  high  levels  reached  dur¬ 
ing  the  New  York  crisis  (roughly  85  basis  points),  reflecting  continued 
concern  by  investors  about  the  credit  worthiness  of  some  issuers. 

OTHER  DEVELOPMENTS  IN  FINANCIAL  MARKETS 

Continued  economic  uncertainty,  coupled  with  declines  in  market  rates 
of  interest,  contributed  to  strong  inflows  of  funds  into  time  and  savings 
accounts  at  commercial  banks  and  into  nonbank  thrift  institutions  in  1975. 
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This  trend  was  accentuated  in  early  summer  by  the  depx)sit  of  tax  rebate 
checks  and  one-time  social  security  payments.  From  December  1974  to  July 
1975  commercial  bank  time  and  savings  accounts  grew  at  an  annual  rate  of 
15  percent,  while  deposits  in  thrift  institutions  increased  at  nearly  an  18  per¬ 
cent  rate  (Table  9).  In  the  last  5  months  of  1975  these  flows  abated  some¬ 
what,  especially  in  the  early  fall  when  short-term  rates  reached  their  peaks 
for  the  year.  The  inflows  stepped  up  again,  however,  as  rates  receded  in  the 
autumn.  Growth  for  the  last  5  months  of  the  year  was  at  an  8.6  percent 
annual  rate  for  time  and  savings  deposits  in  commercial  banks  and  12.9 
percent  for  deposits  in  nonbank  thrift  institutions. 

Commercial  and  industrial  loans  at  commercial  banks  declined  by  $7.8 
billion  from  January  to  June  as  business  inventories  were  liquidated  at  un¬ 
precedented  rates,  market  yields  fell  more  sharply  than  bank  lending  rates, 
and  Arms  attempted  to  reduce  short-term  debt  and  improve  liquidity  posi¬ 
tions.  The  decline  in  total  loans  was  even  larger,  $11.4  billion.  The  figures 
show  modest  growth  in  loans  after  June.  However,  this  may  be  somewhat 
misleading  because  part  of  the  increase  represented  bankers’  acceptances, 
which  are  more  like  short-term  money  market  instruments  than  loans. 

Paralleling  the  large  decline  in  loans  was  the  sharp  runoflF  of  large  ne¬ 
gotiable  certificates  of  deposit  (CDs).  From  January  to  August  large  CDs 
fell  by  $14.7  billion,  a  26  percent  decline  at  an  annual  rate.  With  loan 
demand  weak  and  deposit  inflows  strong,  commercial  banks  increased  their 
investments,  principally  in  Treasury  securities,  by  $33.8  billion  from  Janu¬ 
ary  to  December.  The  shift  toward  investments  and  away  from  loans,  and  the 
substitution  of  other  time  and  savings  deposits  for  large  CDs  have  produced 

Table  9. — Selected  components  of  commercial  bank  credit  and  time  and  savings  deposits,  1974-75 
[BillioM  of  doHara;  soasontlly  idjustod) 


■  End  of  month  dot*. 

>  AvoriMS  of  daily  fl|uros. 

•  Exdudas  loans  sold. 

<  Praliminary. 

Soureo;  Board  of  Govarnors  of  tha  Fadaral  Rasarva  Systam. 
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Commarcial  bank  craditr 

Month 

Commarcial 

Holding  of  U.S. 

and  industrial 

Govarnmant 

loans* 

SKurltias 

1*74:  July . 

171.0 

55.9 

Oacambar . 

182.6 

48.8 

ItTS;  January . 

184.1 

a.  7 

Fabruary . 

182.5 

53.2 

March . 

180.9 

58.5 

April . 

180.5 

64.0 

May . 

179.1 

68.2 

Juno . 

176.3 

72.4 

July . 

177.6 

73.4 

August . 

177.5 

75.6 

Saptambor . 

Odobar . 

176.4 

77.1 

177.9 

75.1 

Novambar . 

178.9 

76.3 

Oacambar  < . 

177.7 

77.9 

a  significant  restructuring  of  bank  balance  sheets.  Banks  were  clearly  far 
more  liquid  by  the  end  of  1975  than  they  were  at  the  outset. 

The  stock  market  registered  a  sizable  gain  during  1975,  but  still  remained 
substantially  below  the  high  levels  achieved  in  the  winter  of  1972-73. 
Standard  and  Poor’s  index  of  500  common  stocks  rose  38  percent  from 
December  1974  to  July  1975,  fell  about  SJ/a  percent  from  July  to  Septem¬ 
ber,  but  recovered  about  half  of  this  loss  by  December. 

RANGES  FOR  MONETARY  GROWTH  RATES 

In  May  1975  the  Federal  Reserve  announced  ranges  of  tolerance  for 
the  growth  rates  of  M|,  Mj,  M3,  and  the  bank  credit  proxy  for  the  coming 
year.  This  step  is  potentially  quite  significant  for  promoting  greater  economic 
stability. 

In  the  first  place,  explicit  ranges  of  tolerance  for  monetary  growth  rates 
may  reduce  uncertainty  about  one  important  aspect  of  monetary  policy: 
the  growth  in  the  money  supply,  however  defined.  By  announcing  ranges 
of  tolerance,  the  Federal  Reserve  has  indicated  that  it  does  not  intend  to 
permit  growth  rates  of  the  aggregates  to  deviate  too  far  or  too  long  from 
a  longer-range  path. 

The  new  policy  may  also  affect  inflatitmary  exp>ectations.  By  choosing 
ranges  which  encompass  moderate  rates  of  growth  for  the  aggregates,  the 
Federal  Reserve  signaled  its  intention  to  contain  the  rate  of  inflation. 
Indeed,  the  Federal  Reserve  has  indicated  on  several  occasions  that  even 
the  present  ranges  of  tolerance  for  monetary  growth  cannot  be  continued 
indefinitely  if  further  progress  is  to  be  made  against  inflation. 

The  base  for  measuring  the  rate  of  growth  of  each  aggregate  was  ini¬ 
tially  its  March  average.  Because  month-to-month  movements  in  the  aggre¬ 
gates  have  a  large  random  component,  the  base  was  subsequently  changed 
to  the  second-quarter  average.  A  further  revision  was  made  in  November 
when  the  Federal  Reserve  updated  the  base  to  the  third-quarter  average. 
In  every  case,  the  period  for  which  the  ranges  were  to  apply  was  a  year. 
Hence  the  ranges  currently  apply  through  the  third  quarter  of  1976. 

The  range  for  Mi  growth  rates  has  been  5-7 J/a  percent  since  the  ranges 
were  announced  in  May.  For  M2,  the  range  is  currently  7j/^-10ya  percent, 
that  for  Ms,  9-12  percent.  The  range  for  the  credit  proxy  is  currently  6-9 
percent. 

As  has  been  pointed  out  by  the  Federal  Reserve,  the  revisions  in  the  base 
have  had  the  effect  of  raising  the  ranges  of  tolerance,  measured  from  the 
original  March  base,  for  all  the  aggregates  except  the  credit  proxy.  The  rea¬ 
son  is  that  all  of  the  aggregates  except  the  credit  proxy  grew  near  the  upper 
end  of  the  ranges  between  each  of  the  revisions.  Since  the  third-quarter 
base  was  established,  however,  all  of  the  aggregates  have  grown  below  the 
announced  ranges. 
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DEMAND  AND  OUTPUT 


CONSUMER  INCOME  AND  SAVING 

Real  disposable  personal  income  increased  3.7  jjercent  during  1^75,  after 
a  decline  of  3.1  percent  during  1974  that  was  about  three  times  more  severe 
than  the  decline  in  any  other  postwar  recession.  After  decreasing  slightly  in 
the  first  quarter,  real  disposable  income  grew  at  a  5.9  percent  annual  rate  dur¬ 
ing  the  last  3  quarters  of  1975.  The  increase  was  due  to  the  real  growth  of 
GNP  after  the  first  quarter  and  the  tax  reductions  stemming  from  enact¬ 
ment  of  the  Tax  Reduction  Act  of  1975.  This  act  provided  $8.1  billion  in 
cash  rebates  and  lowered  withholding  by  $7.8  billion  for  the  year  as  a  whole, 
although  reduced  withholding  did  not  begin  until  May  1.  The  act  also 
included  $1.8  billion  in  one-time  $50  payments  to  social  security  and  certain 
other  pension  recipients. 

The  composition  of  personal  income  growth  shifted  as  the  economy  moved 
from  recession  into  recovery  in  1975  (Table  10).  Transfer  payments  rose 
rapidly  in  the  first  half  of  the  year,  while  income  gains  in  the  second  half 
were  lai^ly  due  to  increases  in  wages  and  salaries.  At  an  annual  rate,  trans¬ 
fer  payments  rose  $12.3  billion  in  the  first  quarter  of  1975,  $11.8  billion  in 
the  second  quarter,  and  $3.1  billion  in  the  third.  About  half  of  the  second- 
quarter  increase  was  due  to  the  one-time  $50  social  security  payments, 
whose  later  absence  was  largely  offset  by  a  $6.7-billion  cost-of-living  in¬ 
crease  for  social  security  recipients  in  the  third  quarter.  At  an  annual  rate, 
wages  and  salaries  increased  by  only  $4.0  billion  in  the  first  half  of  1975 
and  then  increased  by  $42.9  billion  in  the  last  half  of  the  year  as  the  recovery 
progressed.  Proprietors’  income  was  affected  most  by  changes  in  farm  income, 
which  fell  sharply  in  the  first  half  and  rebounded  in  the  second  half. 

For  the  year  as  a  whole,  personal  saving  averaged  8%  percent  of  dis¬ 
posable  income,  higher  than  the  7  percent  average  from  1969  to  1973  and 
the  6  percent  average  from  1960  to  1969.  The  saving  rate  rose  sharply  to  9.9 
percent  in  the  second  quarter,  largely  because  of  the  tax  rebates  and  one¬ 
time  transfer  payments.  Many  consumers  apparently  made  their  spending 
decisions  on  the  basis  of  longer-run  expected  income,  and  so  a  large  portion 
of  this  temporary  increase  in  inccwne  was  saved.  If  the  7  jjercent  saving  rate 
which  was  the  norm  over  the  preceding  cycle  had  applied  in  the  second 
quarter  of  1975,  consumer  exjjenditures  would  have  been  about  $32  billion 
higher  than  they  actually  were.  This  suggests  that  roughly  80  jjercent  of  the 
one-time  Federal  payments,  including  both  the  rebates  and  the  social  secu¬ 
rity  bonuses,  was  saved  during  the  quarter.  In  the  last  half  of  1975  the  saving 
rate  averaged  8.0  jjercent. 

While  data  limitations  make  empirical  analysis  difficult,  a  number  of 
hyjjotheses  have  been  advanced  to  explain  the  generally  higher  saving  rates 
of  the  1970s  relative  to  those  of  the  1960s.  One  set  of  explanations  has  focused 
on  the  effects  of  real  household  net  wealth  on  personal  saving  rates.  If 
ccmsumer  sjjending  dejjends  jjositively  on  wealth,  a  fall  in  wealth  relative  to 
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Table  10. — Changes  in  personai  income  measures,  1974-75 
(Ptrcant  chani*;  SMWMily  idiustMl  annual  ratasj 


1975 

Incoinu  mUMuru 

1974 

1975  ‘ 

• 

II 

III 

IV  1 

PtrsoMl  incoiiMi . 

9.5 

7.9 

3.0 

6.9 

12.9 

10.9 

Labor  incomt . 

9.3 

5.5 

-.6 

3.8 

10.5 

12.0 

Proprittora'  income  > . 

-7.2 

-2.1 

-17.8 

57.1 

-4.5 

Property  income  * . 

15.3 

10.1 

5.6 

■lI] 

12.0 

17.7 

Trantfe'r  payments . 

18.4 

24.6 

36.6 

31.5 

7.2 

6.6 

OispouMe  peisonal  income; 

Total,  currant  dollars . 

8.9 

9.5 

24.5 

2.0 

10.4 

Total,  1972  dollars . 

-1.5 

1.6 

19.7 

-5.2 

n 

Per  capita,  1972  dollars . 

-2.1 

.8 

■H 

18.8 

-6.3 

I  Praliminary. 

I  Includes  personal  contributions  for  social  insurance,  not  shown  separately. 

>  With  inventory  valuation  and  capital  consumption  adjustments. 

I  Rental  income  (with  capital  consumption  adjustment),  dividends,  and  personal  interest  income. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 

income  will  reduce  the  average  propensity  to  consume  and  hence  raise  the 
saving  rate.  One  important  difference  between  the  1960s  and  the  1970s 
has  been  the  much  higher  inflation  rate  in  the  later  period.  If  the  higher 
inflation  rate  produced  a  decline  in  real  household  net  wealth,  saving  rates 
may  have  been  raised.  Corporate  equities  are  one  important  component  of 
household  financial  assets,  and  it  is  revealing  to  examine  their  behavior 
during  the  1970s. 

In  1969,  Standard  and  Poor’s  composite  price  index  for  500  common 
stocks  averaged  97.8.  The  index  jjeaked  in  early  1973  at  120.2  and 
declined  more  or  less  continuously  through  the  end  of  1974.  Despite  a  rise 
during  1975  the  index  stood  at  90.2  at  year-end,  8  percent  below  its  level  in 
1%9.  By  contrast,  the  price  level  rose  continuously  throughout  the  period: 
the  consumer  price  index  rose  47  percent  between  1969  and  the  end  of  1975. 
Taken  together,  these  data  imply  that  the  real  value  of  equities  declined 
37  percent  from  1969  to  the  end  of  1975. 

Another  explanation  of  the  higher  saving  rates  during  the  1970s  is  that 
high  and  variable  inflation  and  unemployment  rates  have  created  an  unusual 
degree  of  uncertainty  for  consumers.  This  uncertainty  may  have  reduced 
expected  real  income  and  hence  raised  saving  rates. 

CONSUMER  EXPENDITURES 

Real  consumption  declined  to  a  trough  in  the  fourth  quarter  of  1974,  2.8 
percent  below  its  previous  peak.  In  the  fourth  quarter  real  outlays  for  nearly 
all  categories  of  consumer  goods  fell  sharply.  This  was  a  major  reason  for 
the  involuntary  buildup  of  inventories  that  depressed  production  in  early 
1975.  Although  the  severity  in  the  total  decline  of  consumption  during 
the  recession  was  tied  to  the  extraordinary  decline  in  real  disposable  in¬ 
come  from  late  1973,  the  decline  in  demand  at  the  end  of  1974  was 
unexfiectedly  large.  Judging  from  monthly  retail  sales  data,  the  pace  of  con- 
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sumption  began  to  increase  early  in  the  first  quarter  of  last  year  and 
remained  strong  through  midyear.  During  the  last  half  of  the  year  the  growth 
of  consumption  slowed  somewhat.  From  the  fourth  quarter  of  1974  to  the 
fourth  quarter  of  1975  real  consumption  rose  3.9  p)ercent,  while  the  1975 
average  was  0.9  percent  above  the  1974  average.  Not  surprisingly,  during  this 
cycle  purchases  of  durable  goods  declined  most  severely  and  showed  the 
sharpest  recovery,  while  nondurables  fell  off  less  and  most  services  were  fairly 
stable. 

Durables  fell  17  percent  from  their  prerecession  peak  and  then  rose  11 
percent  during  last  year.  This  decline  was  much  greater  than  in  any  pre¬ 
vious  recession,  while  the  magnitude  of  recovery  was  representative  of  past 
cycles.  Automobile  sales  dominated  both  the  sharp  decline  in  durables  in  late 
1974  and  their  recovery  during  1975.  New  car  purchases  collap>sed  in  the 
fourth  quarter  of  1974,  declining  by  30  percent.  Some  of  the  sharpness  of 
the  drop  in  late  1974  reflected  a  concentration  of  auto  sales  in  the  third 
quarter  of  1974,  when  consumers  increased  purchases  of  1974  models  to 
avoid  the  large  price  increases  announced  for  the  1975  models.  The  impact 
of  the  price  increases  was  accentuated  by  several  factors.  The  list  price  in¬ 
creases  were  exceptionally  large  because  of  several  factors,  including  newly 
required  safety  and  air  pollution  control  equipment.  In  addition,  the  price 
increases  were  concentrated  on  smaller  and  medium-sized  models,  which 
have  the  greatest  price  sensitivity.  Furthermore  the  increases  followed  a 
series  of  extraordinary  rises  in  the  course  of  the  1974  model  year. 

The  auto  manufacturers  introduced  sizable  rebates  as  well  as  other 
discounts  in  mid-January  of  last  year.  These  remained  in  effect,  for  the 
most  part,  through  March.  Sales  of  domestic  new  cars  improved  from  a 
seasonally  adjusted  annual  rate  of  5^4  million  cars  in  December  1974  to  a 
7*4-niillion  rate  in  February  1975.  After  the  end  of  the  rebate  period  in 
late  March,  sales  fell  back  to  about  6  million.  Both  the  first-quarter  surge 
and  the  second-quarter  slowdown  in  sales  were  dominated  by  movements  in 
the  sales  rate  of  small  domestic  cars,  which  were  the  principal  beneficiaries  of 
the  rebate  discounts  of  the  first  quarter.  Sales  followed  a  moderately  upward 
trend  during  the  balance  of  the  year,  reaching  an  annual  rate  of  about  8 
million  by  the  fourth  quarter. 

Real  outlays  for  nondurable  goods  increased  by  more  than  4  percent  during 
1975,  after  a  reduction  of  nearly  3  percent  during  1974.  Previous  postwar 
declines  exceeded  1  percent  only  once,  during  the  1958  recession.  Reduced 
real  outlays  for  clothing,  food,  house  furnishings,  and  miscellaneous  items 
dominated  the  fall-off,  while  increases  in  food  and  clothing  led  the  recovery 
in  nondurables.  About  11  percent  of  the  total  decline  in  real  consumption 
of  nondurables  from  the  third  quarter  of  1973  to  the  last  quarter  of  1974 
was  a  result  of  smaller  energy  purchases. 

Personal  consumption  expenditures  for  energy,  in  constant  dollars,  rose 
4.0  percent  last  year  over  1974,  but  were  still  1.3  jjercent  lower  than  in 
1973.  By  the  end  of  1975  real  consumer  outlays  for  gas  and  electric  utility 
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services  were  slightly  higher  than  their  peak  in  the  third  quarter  of  1973, 
while  real  outlays  for  gasoline  and  motor  oil  declined  by  about  2^  percent 
over  the  same  period.  On  the  other  hand,  real  outlays  for  fuel  oil  and  coal 
declined  over  30  percent  from  their  peak  in  the  last  quarter  of  1972  to  the 
end  of  1975,  partly  because  of  warmer  than  average  weather. 

BUSINESS  FIXED  INVESTMENT 

Business  fixed  investment  was  almost  unchauiged  in  1975  in  current  dollars 
but  was  down  12  percent  in  real  terms.  This  drop  in  real  investment  outlays 
reflected  the  combination  of  recession  and  inflation  in  1974,  which  lowered 
cap>acity  utilization  and  op)erating  profits  and  raised  the  replacement  cost 
of  plant  and  equipment.  In  addition,  the  declines  in  common  stock  and  bond 
prices  through  most  of  1974  depressed  the  market  values  of  corporate  stocks 
and  bonds  to  a  level  below  the  replacement  cost  of  the  underlying  assets, 
thereby  discouraging  investment  expenditures. 

Real  investment  outlays  fell  rapidly  through  the  second  quarter  of  1975. 
In  the  third  quarter  a  sharp  rise  in  car  and  truck  purchases  largely  offset 
declines  in  other  producers’  goods,  while  nonresidential  construction  was 
unchanged.  By  the  fourth  quarter  there  were  widespread  increases  in  pur¬ 
chases  of  producers’  durable  equipment. 

At  the  start  of  1975  several  industries,  notably  materials  producers, 
planned  year-to-year  increases  in  real  investment.  There  were  real  in¬ 
creases  in  investment  by  the  steel,  petroleum  refining,  and  mining  industries, 
while  investment  by  the  paper  and  chemical  industries  was  about  un¬ 
changed.  These  are  all  industries  in  which  capacity  constraints  existed  in 
1973.  This  investment  strength  is  significant  because  all  of  the  manu¬ 
facturing  industries  in  the  group,  except  p)etroleum  refining,  were  experi¬ 
encing  lower  rates  of  capacity  utilization  early  in  1975  than  the  average 
for  manufacturing  as  a  whole.  Nonelectrical  machinery,  another  industry 
in  which  some  shortages  were  apparent  in  1973,  slowed  its  rate  of  real  in¬ 
vestment  somewhat  in  1975.  This  industry  had  increased  real  investment 
substantially  in  1974,  however.  Other  industries  reduced  their  investment 
as  utilization  of  capacity  dropped  last  year.  Among  these  were  electrical 
machinery,  autos  and  trucks,  textiles,  and  rubber  manufacturing. 

Improving  profits  and  sales  after  the  first  quarter  of  1975  were  reflected 
in  new  orders  for  nondefense  capital  goods.  From  their  trough  in  the  first 
quarter,  new  orders  rose  6  percent  to  the  third  quarter  and  then  grew  more 
slowly  in  the  fourth.  However,  indicators  of  planned  commercial  and  in¬ 
dustrial  construction  showed  slow  growth  from  their  early  1975  lows. 

RESIDENTIAL  INVESTMENT 

The  annual  rate  of  total  private  housing  starts  increased  to  1.4  million 
units  by  the  fourth  quarter  of  last  year  from  a  1.0-million  rate  in  the  fourth 
quarter  of  1974.  While  both  single  and  multifamily  starts  increased  over 
40  percent  during  1975,  the  share  of  multifamily  starts  in  the  total  remained 
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below  the  average  of  the  early  1970s.  Real  residential  investment,  which 
lags  housing  starts  by  1  or  2  quarters,  bottomed  out  in  the  first  half  of  1975 
and  then  began  to  rise  appreciably,  from  $34  billion  in  the  second  quarter 
to  $41  billion  in  the  fourth.  Nevertheless  for  1975  as  a  whole  real  outlays  were 
18  percent  below  their  1974  level.  A  discussion  of  the  factors  affecting 
residential  investment  appears  in  Chapter  1. 

INVENTORY  INVESTMENT 

During  the  first  3  quarters  of  1974,  firms  increased  their  inventories  in 
response  to  earlier  shortages  and  exjjectations  of  future  price  and  sales  in¬ 
creases.  The  ratio  of  nonfarm  inventories  to  final  sales  rose  to  0.261  in  the 
third  quarter  of  1974  from  a  level  of  0.244  a  year  earlier.  In  the  fourth 
quarter  the  decline  in  real  nonfarm  business  final  sales  at  an  annual 
rate  of  11.4  percent  produced  a  further,  largely  involuntary,  inven¬ 
tory  accumulation.  The  nonfarm  inventory-sales  ratio  increased  to  0.271  in 
the  fourth  quarter,  the  highest  level  of  the  postwar  p)eriod.  Of  the  $9.0-bil- 
lion  annual  rate  increase  in  real  nonfarm  inventories  in  the  fourth  quarter, 
$2.6  billion  was  due  to  increased  automobile  inventories. 

In  response  to  the  large  accumulation  of  inventories,  purchases  from 
manufacturers  were  reduced.  As  a  result  real  retail  and  wholesale  trade 
inventories  declined  at  an  annual  rate  of  $13.8  billion  in  the  first  quarter 
of  1975,  including  a  $5.5  billion  annual  rate  decline  in  new  car  stocks. 
Manufacturing  inventories  were  not  reduced  rapidly  until  the  second 
quarter.  This  pattern,  in  which  changes  in  trade  inventories  lead  changes  in 
manufacturing  inventories,  is  a  typical  cyclical  one  (Table  11). 

The  real  nonfarm  inventory  decumulation  slowed  to  a  $3.3-billion  annual 
rate  in  the  third  quarter.  Inventory  reductions  continued  in  the  fabricated 
metals  and  machinery  sectors  and  began  in  the  primary  metals  sector,  where 

Table  11. — Changes  in  business  inventories,  1974-75 


(Billions  of  1972  dollars;  soasonilly  adjusted  annual  rates) 


Note.— Detail  may  not  add  to  totals  because  of  rounding. 


Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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inventory  accumulation  had  continued  through  the  second  quarter.  In  most 
other  industries  the  inventory  correction  was  largely  ended  as  rising  sales  and 
the  preceding  inventory  decumulation  brought  inventories  closer  to  desired 
levels.  The  ratio  of  nonfarm  inventories  to  final  sales  fell  to  0.254  in  the 
third  quarter  of  1975,  the  lowest  level  since  the  first  quarter  of  1974.  The 
ratio  declined  further  in  the  fourth  quarter,  largely  as  a  result  of  accelerating 
final  sale*; 

NET  EXPORTS 

On  an  NIA  basis  nominal  net  exports  rose  by  $14.2  billion  during 
1975.  Real  net  exports  increased  $6.9  billion,  the  result  of  a  2.4  percent  de¬ 
cline  in  real  exports  and  an  1 1.7  percent  decline  in  imports.  Both  real  imports 
and  real  exports  began  to  increase  in  the  second  half  of  the  year.  Most  of  the 
increase  in  real  net  exports  reflected  shifts  in  merchandise  trade  flows,  which 
were  dominated  by  cyclical  developments  here  and  abroad. 

On  a  balance  of  payments  basis  the  volume  of  merchandise  imports  fell 
at  an  annual  rate  of  13.8  percent  between  the  fourth  quarter  of  1974  and 
the  third  quarter  of  1975.  This  fall  largely  mirrored  the  inventory  decumula¬ 
tion  which  characterized  most  of  1975.  For  example,  imports  of  industrial 
supplies  other  than  petroleum,  which  are  particularly  sensitive  to  inventory 
shifts,  fell  at  an  annual  rate  of  almost  40  percent  during  the  first  3  quarters 
of  1975.  Imports  of  finished  goods  also  reflected  inventory  shifts,  especially 
in  the  case  of  automobiles,  and  the  weakness  of  final  demand.  Toward  the 
end  of  the  year,  as  the  inventory  adjustment  tapered  ofT,  the  volume  of 
imports,  particularly  of  consumer  goods,  began  to  increase. 

Export  volume  remained  stable  during  the  year  despite  the  recession  in 
most  industrial  countries.  This  stability  resulted  mainly  from  a  rise  in  agri¬ 
cultural  exports,  which  partly  oflfset  a  decline  in  other  merchandise  exports. 
Exports  of  capital  goods  stabilized  at  a  rather  high  level,  partly  because  de¬ 
livery  of  these  goods  tends  to  lag  behind  the  cycle  and  partly  because  ship¬ 
ments  to  oil-producing  countries  increased.  In  addition,  the  relative  im¬ 
provement  in  price  competitiveness  resulting  from  the  exchange  rate  changes 
that  occurred  in  earlier  years  helped  to  keep  export  and  import  flows  above 
their  cyclically  expected  level.  This  fact  was  particularly  noticeable  in  the 
exports  of  consumer  goods,  which  had  been  increasing  steadily  from  1972 
through  1974  and  which  remiuned  fairly  stable  in  the  first  3  quarters  of  1975 
despite  depressed  consumption  demand  abroad. 

In  the  services  category  of  the  balance  of  payments  accounts,  services  other 
than  investment  income  showed  a  5.9  percent  annual  rate  of  growth  from 
the  fourth  quarter  of  1974  to  the  third  quarter  of  1975.  Receipts  of  invest¬ 
ment  income  from  other  than  direct  investments  abroad  declined  slightly 
during  the  same  period.  On  the  other  hand,  income  from  direct  investments 
abroad  dropped  sharply:  the  ayerage  for  the  first  3  quarters  of  1975  was 
roughly  one-half  the  average  of  1974.  This  drop  is  tied  to  what  may  be  a 
structural  shift  in  favor  of  self-financing  by  overseas  entities  of  U.S.  firms. 
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GOVERNMENT  PURCHASES 

Real  Federal  purchases  of  goods  and  services  declined  2.4  percent  during 
the  year  ending  in  the  second  quarter  of  1975.  In  part,  this  resulted  from  a 
rate  of  inflation  that  was  higher  than  expected,  and  thus  meant  that 
budgeted  levels  of  nominal  spending  were  translated  into  lower  real  pur¬ 
chases.  As  inflation  slowed,  real  Federal  purchases  rose  in  the  second  half  of 
last  year. 

Real  State  and  local  government  purchases  increased  2.4  percent  la.st 
year,  a  somewhat  slower  rate  than  the  average  of  the  early  1970s,  and  a 
much  slower  rate  than  the  average  of  the  postwar  period.  The  slowing  of  the 
rate  of  growth  in  the  early  1970s  below  its  postwar  average  was  primarily 
the  result  of  longer-run  factors  which  are  described  in  Chapter  1.  In  the 
last  2  years,  the  depressing  effects  of  the  recession  on  receipts  and  the  diffi¬ 
culties  in  borrowing  encountered  by  some  jurisdictions  further  reduced  the 
rate  of  grow’th  of  real  outlays. 

The  growth  of  State  and  local  purchases  was  sustained  in  1975  by  a  large 
rise  in  Federal  grants-in-aid.  The  increase  in  grants  contributed  nearly  half 
the  increase  in  total  receipts — $10.3  billion  in  a  total  increase  of  $23.0  bil¬ 
lion — even  though  grants  account  for  less  than  one-quarter  of  total  receipts. 

PRICES,  WAGES,  AND  PROFITS 

PRICES 

Inflation  moderated  in  1975  from  the  near-record  rates  of  1974  but  re¬ 
mained  very  high  by  any  other  historical  standard  (Table  12).  The  slowing 
of  inflation  in  early  1975  was  due  both  to  the  sharp  reduction  in  aggregate 
demand  and  to  smaller  increases  in  energy  and  food  prices.  From  the  fourth 
quarter  of  1974  to  the  fourth  quarter  of  1975  the  implicit  price  deflator  for 
GNP  rose  6.4  jiercent.  This  rate  was  1.1  percentage  point  less  than  the  rate 
during  1973  and  only  slightly  more  than  one-half  the  rate  during  1974. 
The  easing  of  inflation  in  1975  was  about  the  same  when  measured  by  the 
deflator  for  nonfarm  business  gross  product,  which  increased  7.0  p>ercent  dur¬ 
ing  1975  compared  to  12.6  percent  during  1974.  The  deflator  for  farm  output 
declined  3.1  percent  during  1975,  largely  as  a  result  of  the  sharp  downturn 
of  farm  product  prices  in  the  first  quarter. 

The  behavior  of  some  final  demand  deflators  in  1975  is  particu¬ 
larly  noteworthy.  After  increasing  approximately  27  percent  in  1974,  the 
deflator  for  exports  rose  only  10  percent  in  1975.  This  deceleration  re¬ 
flected  the  sharply  reduced  world  prices  of  food  grains,  feed  grains,  and  oil¬ 
seeds  in  1975.  Although  the  price  deflator  for  the  fixed  investment  compo¬ 
nent  of  GNP  rose  at  a  16  percent  annual  rate  in  the  first  quarter,  it  slowed 
to  less  than  6  percent  during  the  last  half  of  the  year.  The  persistence  of  high 
inflation  rates  in  investment  goods  during  the  first  quarter  reflected  sharp 
increases  in  prices  of  producer  finished  goods,  particularly  machinery  and 
transportation  equipment,  at  the  end  of  1974  and  early  in  1975,  as  well  as 
rising  residential  construction  costs. 
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Table  \2.-— Changes  in  selected  price  measures,  1973-75 


(P«rc«nt  chtngt;  susonally  adjusted  annual  rates) 


Price  measure 

1973 IV 
to 

1974  IV 

1974  IV 
to 

1975  IV  » 

1975 

1 

II 

III 

IV' 

GNP  Implicit  price  deflator: 

■I 

■1 

Total  GNP . 

11.4 

7.8 

7.1 

6.5 

Business . 

in 

■II 

9.2 

7.2 

6.1 

Nonfarm . 

12.2 

5.9 

6.8 

Farm . 

-3.1 

-45.9 

29.4 

36.2 

-7.5 

Consumer  price  index: 

All  items . 

12.1 

7.3 

8.0 

6.0 

8.5 

6.7 

Food . 

12.0 

7.1 

6.1 

2.8 

12.4 

7.4 

Directly  purchased  energy  * . 

25.5 

11.7 

6.2 

12.2 

21.7 

7.5 

All  other  items . 

10.9 

6.9 

9.8 

6.2 

5.6 

6.3 

Wholesale  price  index: 

All  commodities . 

22.4 

4.3 

-4.4 

4.4 

8.2 

9.6 

Farm  products . 

-.1 

4.3 

-34.2 

24.5 

30.7 

10.2 

Processed  foods  and  feeds . 

21.8 

-2.0 

-17.0 

-.7 

11.1 

.4 

Industrial  commodities . 

27.1 

5.9 

5.5 

2.2 

5.8 

10.5 

Energy  > . 

57.4 

12.7 

3.9 

9.1 

22.9 

15.5 

*  Changes  in  GNP  deflators  are  preliminary. 

>  Gas  and  electricity,  fuel  oil  and  coal,  and  gasoline  and  motor  oil. 

*  Fuels  and  related  products  and  power. 

Sources;  Department  of  Commerce  (Bureau  of  Economic  Analysis)  and  Department  of  Latwr  (Bureau  of  Labor  Statistics) 


Consumer  Prices 

The  quarterly  movements  of  the  CPI  roughly  paralleled  those  of  the  GNP 
deflator  in  1975.  During  the  first  6  months  consumer  prices  increased  at 
approximately  half  the  12  percent  annual  rate  during  the  last  6  months  of 
1974.  In  the  third  quarter  of  1975  the  rise  in  the  CPI  accelerated  to 
8.5  percent,  largely  because  of  increases  in  food  and  eneigy  prices,  but 
then  moderated  somewhat  in  the  fourth  quarter.  Prices  increased  in  the 
second  half  of  1975  at  an  annual  rate  of  about  7  percent,  considerably 
less  than  the  rate  experienced  in  1974. 

Eneigy  prices  in  the  CPI  accelerated  rapidly  in  the  first  3  quarters  of 
1975  before  slowing  in  the  fourth  quarter.  The  rise  in  energy  prices  reflected 
the  effects  of  the  imposition  of  import  fees  on  crude  oil,  a  60-cent  import  fee 
on  refined  p)etroleum  products,  and  the  pass-through  of  higher  costs  of  energy 
materials  by  utilities.  Nevertheless  the  12  percent  rise  in  the  energy  price 
component  of  the  CPI  for  the  year  as  a  whole  was  much  less  than  the  29  per¬ 
cent  advance  in  1974.  Petroleum  products  remained  under  price  controls 
in  1975,  although  authority  for  economy- wide  controls  had  expired  in  1974. 
Separate  authority  for  petroleum  price  controls  was  extended  temporarily 
in  September  and  November  1975  and  then  for  5  years  in  December. 

Among  CPI  components,  food  prices  showed  the  most  significant  decelera¬ 
tion  in  the  first  half  of  1975,  slowing  from  an  annual  rate  of  increase  of  17.3 
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percent  in  the  fourth  quarter  of  1974  to  a  2.8  percent  annual  rate  by  the 
second  quarter  of  1975.  This  behavior  reflected  sharply  reduced  prices  at 
the  wholesale  level.  As  a  result  of  increases  in  the  price  of  meats,  especially 
pork,  and  of  fresh  vegetables,  the  CPI  food  component  accelerated  in  the 
third  quarter.  In  the  fourth  quarter,  increases  in  food  prices  were  smaller 
than  in  the  third,  but  were  still  above  the  average  increase  in  the  first  half  of 
the  year.  Although  the  rate  of  increase  in  food  prices  slowed  in  1975  from  the 
double-digit  rates  of  the  previous  2  years,  it  was  more  than  twice  as  high  as 
the  average  yearly  increase  since  1947. 

Wholesale  Prices 

Average  prices  of  industrial  commodities  increased  5.9  percent  from  the 
fourth  quarter  of  1974  to  the  fourth  quarter  of  1975,  less  than  one-fourth  the 
27  percent  rate  during  1974.  The  price  deceleration  w<is  evident  in  the 
commodity  groups  comprising  95  percent  of  the  industrial  commodity  index. 
Wholesale  energy  prices  rose  57  f>ercent  during  1974,  but  only  13  percent 
during  1975.  Price  movements  of  industrial  conunodities  during  1975  gen¬ 
erally  coincided  with  the  dominant  economic  pattern  of  recession  in  the 
first  half  and  recovery  in  the  second  half.  Seven  of  the  13  major  commodity 
groups  showed  seasonally  adjusted  price  declines  in  the  first  or  second  quar¬ 
ter;  prices  in  the  metals  and  textile  groups  fell  in  both  quarters.  The 
industrial  commodity  price  index  registered  its  lowest  rate  of  increase  in 
the  second  quarter.  The  rate  then  more  than  doubled  in  the  third  quarter 
and  increased  further  in  the  fourth  quarter  to  a  10.5  percent  annual  rate. 
Such  wide  fluctuations  in  the  rate  of  increase  of  wholesale  industrial  com¬ 
modities  are  not  unusual,  particularly  near  a  cyclical  turning  point. 

After  increasing  about  12  percent  during  1974,  the  index  of  farm  products 
and  processed  foods  and  feeds  rose  only  0.3  percent  during  1975.  Following 
a  decline  in  the  first  quarter,  this  index  rose  in  the  second  and  third  quarters 
because  of  reduced  supplies  of  some  livestock  products  and  unexpectedly 
high  foreign  demand  for  grains.  In  the  fourth  quarter,  however,  a  record 
U.S.  grain  crop  put  downward  pressure  on  wholesale  food  prices. 

Nonfood  crude  materials  prices  increased  1  percent  during  1975  after  a 
31  percent  rise  during  1974  and  a  15  percent  average  annual  increase  for 
the  p>ast  5  years.  These  prices,  however,  fluctuated  from  month  to  month 
during  the  year. 

WAGES 

The  rate  of  increase  in  nominal  wages  slowed  from  1974  to  1975.  The 
average  hourly  earnings  index  of  all  production  workers  in  the  private 
nonfarm  economy,  adjusted  to  exclude  the  effects  of  interindustry  shifts  in 
employment  and  overtime  in  manufacturing,  decreased  from  an  annual 
rate  of  9.3  piercent  during  1974  to  8.1  pjercent  during  1975.  Real  wages, 
which  had  been  declining  since  the  third  quarter  of  1973,  began  to  rise  in 


72 


the  first  quarter  of  1975.  For  the  last  3  quarters  of  1975  real  wages  rose  at 
a  2  percent  annual  rate.  The  large  decrease  in  real  wages  in  1974  was 
partly  the  result  of  a  much  greater  rate  of  inflation  than  was  expjected.  The 
sharp  rise  in  unemployment  from  late  1974  to  mid-1975,  however,  probably 
had  a  depressing  effect  on  nominal  wage  rates  in  1975. 

Wage  increases  for  the  11  percent  of  the  labor  force  who  are  covered 
by  major  collective  bargaining  agreements  (covering  1,000  or  more  workers) 
exhibited  a  similar  pattern  (Table  13).  In  the  second  and  third  quarters 
of  1975  the  effective  change  in  wages  was  slightly  less  than  that  of  a  year 
earlier.  The  decline  in  the  effective  wage  rate  change  relative  to  1974  was 
not  due  to  slower  increases  in  first-year  wage  changes  for  new  contracts,  but 
to  a  substantial  decrease  in  the  proportion  of  workers  under  major  contracts 
expiring  in  1975.  Wage  increases  due  to  escalator  provisions  were  larger  in 
1975  than  in  1974. 

A  broader  measure  of  labor  costs,  compensation  per  employee  hour  in 
the  private  nonfarm  sector,  covers  all  employees  and  includes  supplements 
to  wages  and  salaries.  The  pattern  of  compensation  per  hour  during  the 
last  2  years  has  also  been  similar  to  that  of  the  adjusted  hourly  earnings 
index. 


Table  13. — Changes  in  major  cMective  bargaining  settlements,  1973-75 
(Percent) 


Type  of  change  end  industry  group 


vrsge  settlemenb: 

First-year  wage  change  (annual 


Percent  of  workers  covered  by 
current  quarter  settlements 

Effective  wage  rate  change:* 

Total  effective  changes . 

Adjustment  resulting  from: 

Current  settlement . 

Prior  settlement . 

Escalator  provision . 

Manufacturing. . 

Nonmanufacturing,  excluding 

contract  construction . 

Construction . 

Transportation  and  public  utili¬ 
ties . 

Wholesale  and  retail  trade . 

Services . 


•  rieiiminaiy. 

>  Percent  of  estimated  number  of  workers  under  major  collective  bergaining  settlements.  Individual  quarterly  data  for 
197S  are  based  on  preliminary  estimates  that  do  not  add  to  the  current  total  for  the  year.  ....... 

*  Effective  wage  rate  changes  are  wags  rats  changes  actually  going  into  affect  per  worker  under  major  contram  in  the 
respertive  quarters  resulting  from  major  collective  bargaining  settlements,  mads  that  calendar  year,  plus  deferred  in¬ 
creases  in  accordance  with  prior-year  contracts  plus  escalator  adjustmsnb. 

Note.— Data  relate  to  settlemenb  covering  1,000  or  more  workers  in  private  nonfarm  industries. 

Effective  wage  rate  adjustment  for  the  year  is  the  total  of  the  four  quarterly  changes,  except  as  noted. 

Detail  may  not  add  to  totals  because  of  rounding. 

Source:  Department  of  Labor,  Bureau  of  Labor  Sbtistics. 


PRODUCTIVITY 


Labor  productivity  in  the  private  nonfarm  sector  increased  4.3  percent 
during  1975  after  dropping  3.0  percent  during  the  previous  year.  Productiv¬ 
ity  declined  at  a  0.5  percent  annual  rate  in  the  first  quarter  of  1975  and  then 
increased  at  an  annual  rate  of  6.0  percent  in  the  following  3  quarters  (Table 
14) .  This  pattern  is  typical  of  business  cycles  (Table  15),  in  that  labor  pro¬ 
ductivity  grows  at  a  low  rate  or  declines  in  a  recession,  increases  sharply  as 
the  recovery  begins,  and  then  increases  at  a  slower  rate  as  recovery  continues. 
The  data  in  Table  15  suggest  that  the  magnitude  and  the  duration  of  the 
decline  in  labor  productivity  in  the  recent  downturn  were  greater  than  in 
other  postwar  recessions,  including  the  most  severe  previous  recession  of 
1957-58. 

During  a  downturn  in  economic  activity,  firms  reduce  current  production 
at  a  rate  faster  than  they  reduce  hours  worked.  The  reason  is  that  there  are 
costs  associated  with  hiring  (or  rehiring)  and  training  workers,  and  some 
workers  on  layoff  may  move  to  another  area,  or  take  a  job  with  another  firm 
in  the  same  area,  and  not  be  available  when  the  layoff  is  over.  In  addition,  a 
decline  in  hours  of  work  need  not  result  in  a  proportionate  decline  in  labor 
costs,  because  some  employer-paid  fringe  benefits  like  health  insurance  may 
continue  for  several  months  after  the  start  of  a  layoff.  There  is,  therefore, 
reluctance  on  the  part  of  firms  to  adjust  the  work  force  fully  during  the  initial 
stages  of  a  recession  when  they  are  uncertain  about  the  extent  and  duration 
of  the  downturn.  This  “retained”  labor  is  not  necessarily  idle  but  may  rather 
be  working  at  a  slower  rate  or  engaging  in  maintenance  work  that  may 
increase  future  output.  In  the  most  recent  recession  the  cyclical  adjustment 
of  employment  may  have  been  slower  than  is  typical  because  of  the  great 
uncertainty  during  1974  about  the  future  course  of  output. 

As  recovery  begins,  the  currently  employed  workers  return  more  inten¬ 
sively  to  production  tasks.  There  is  a  less  than  proportionate  increase  in 
employment  so  that  output  jjer  hour  worked  increases  sharply.  As  it  be- 


Table  14. — Changes  in  costs  and  productivity  in  the  private  nonfarm  economy,  1974—75 
[Percent  chenge;  setsonally  adjusted  annual  rate) 


Quarter 

Adjusted  aver¬ 
age  hourly 
earnings  > 

Compensa¬ 
tion  per  hour 

Output  per 
hour 

Unit  labor 
costs 

1974:  1 . 

6.8 

8.7 

-3.8 

13.0 

II . 

10.1 

11.6 

-1.8 

13.7 

Ill . 

10.7 

11.4 

-2.9 

14.7 

IV . 

9.6 

10.9 

-3.4 

14.8 

1975:  1 . 

8.6 

9.3 

-.5 

9.9 

11 . 

7.5 

6.5 

8.3 

-1.6 

Ill . 

8.6 

8.5 

8.7 

-.2 

IV . 

7.7 

6.7 

1.1 

5.6 

>  Adjusted  for  overtime  (in  manufKturing  only)  and  interindustry  shifts. 

Note.— Data  for  adjusted  hourly  earnings  relate  to  production  or  nonsuparvisory  workers:  all  other  data  relate  to  all 
employees. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  15. — Quattrly  changes  in  labor  productivity  in  posbvar  recessions,  private  nonjarm 

economy 

ISMSonally  adjustad  annual  rates) 


Rtctuion  yMf 

Trough 
quarttr  * 

Parcant  changa  from  pravious  quarter  > 

T-4 

T-3 

T-2 

T-1 

Trough 

T+1 

T+2 

T-l-3 

T-M 

194S-70  rtctssion  ywrs 

avtrage . 

1948-49 . 

1954 . 

1958 . 

1960-61 . 

1969-70 . 

1974-75  rtcwnion . 

19491V.... 

1954  III.... 

195811 . 

1961  1 . 

19701V.... 

1975  II . 

1 

1.3 

3.5 

1.7 

4.3 

-3.4 

.3 

-2.9 

2.1 

4.6 

2.8 

2.4 

-1.6 

2.3 

-3.4 

3.9 

9.2 

2.0 

-1.2 

2.1 

7.4 

-.6 

4.0 

-.8 

7.5 

9.1 

6.0 

-1.9 

8.3 

8.3 

16.2 

2.9 

6.1 

8.7 

7.7 

8.7 

3.1 

.0 

6.2 

5.0 

1.0 

3.1 

1.1 

2.2 

.5 

.0 

.9 

5.6 

4.0 

1.1 

-.5 

.7 

2.4 

4.7 

-2.0 

<  The  following  quarters  are  those  designated  as  cyclical  troughs  by  the  National  Bureau  of  Economic  Research  (NBER): 
1949  IV,  1954  111,  1958  II,  and  1961  I.  Trough  quarters  of  real  GNP  were  used  for  1970  IV  and  1975  II  as  NBER  has  not 
designated  these  quarters  as  cyclical  troughs. 

*  Quarters  before  trough  are  minus  and  quarters  after  trough  are  plus. 

Note.— Data  relate  to  all  employees. 

Sources;  Department  of  Labor  (Bureau  of  Labor  Statistics)  and  National  Bureau  of  Economic  Research. 

comes  clearer  that  the  recovery  is  widespread  and  will  be  sustained,  em¬ 
ployers  are  more  willing  to  incur  the  costs  of  expanding  employment.  Fur¬ 
ther  increases  in  output  are  then  accompanied  by  increased  hours  of 
work,  and  measured  labor  productivity  changes  converge  to  the  long-term 
trend  rate. 

UNIT  LABOR  COSTS 

The  change  in  output  per  hour  was  the  most  important  determinant  of 
the  change  in  the  unit  labor  cost  of  output  in  1975  (Table  14).  Unit  labor 
costs  in  the  nonfarm  economy  rose  at  extraordinary  rates  during  1974  as 
productivity  declined  throughout  the  year.  Severe  employment  cuts  in  the 
first  half  of  1975  and  then  sharply  rising  output  in  the  third  quarter  raised 
productivity  changes  to  well  above  trend.  Unit  labor  costs  actually  declined 
in  the  second  and  third  quarters.  Unit  labor  costs  rose  5.6  percent  in  the 
fourth  quarter  as  the  growth  of  productivity  slowed.  This  rate  of  increase  of 
unit  labor  costs  appears  to  be  near  the  longer-term  trend  given  current 
rates  of  increase  in  wages. 

PROFITS  OF  NONFINANCIAL  CORPORATIONS 

Although  profits  before  tjoc  declined,  some  significant  measures  of  cor¬ 
porate  profitability  improved  in  1975  (Table  16).  Operating  profits — 
corporate  profits  with  inventory  valuation  and  capital  consumption  adjust¬ 
ments — increased  by  27.7  percent,  from  $63.2  billion  in  1974  to  $80.7  billion 
in  1975.  Largely  because  of  increasing  prices  and  decreasing  unit  labor 
costs,  the  share  of  operating  profits  in  the  net  product  of  nonfinancial 
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Table  16. — Profits  of  domestic  nonfinartcial  corporations,  1973-75 
(BillioM  of  dollars;  stasonally  adjustod  annual  ratos) 


Item 

1 

1 

1973 

1  1974 

j  1975 

i 

1975 

1 

1 

1 

II 

III 

Corporate  pro^  with  inventory  valuation  and  capital  con- 

75.9 

63.2 

80.7 

55.3 

75.7 

92.7 

-18.4 

-38.5 

-11.5 

-13.7 

-6.6 

-9.9 

1.6 

-2.1 

-5.6 

-4.1 

-4.5 

-5.9 

92.8 

j  103.8 

! 

97.7 

73.1 

86.8 

108. 5 

Addandum: 

Corporate  proMa  with  inventory  valuation  and  capital 
consumption  adiustmants  as  parcant  of  nat  domestic 

11.1 

8.7 

10.4 

7.6 

lO.O 

11.7 

Sourco:  Dapartmont  of  Commorca,  Buraau  of  Economic  Analysis. 


corporations  rose  markedly,  from  7.6  percent  in  the  first  quarter  to  10.0 
percent  in  the  second,  reaching  a  level  higher  than  the  8.7  percent  share 
for  1974  as  a  whole.  This  increase  of  the  profit  share  accounted  for  $20.3 
billion  of  the  $20.4-billion  annual  rate  increase  in  profits  in  the  second 
quarter.  In  the  third  quarter,  the  share  increased  to  11.7  percent,  accounting 
for  $15.1  billion  of  the  $1 7.0-billion  annual  rate  rise  in  profits.  Another 
measure  of  the  share  of  income  accruing  to  capital  may  be  obtained  by 
expressing  net  interest  and  operating  profits  less  profits  tax  liability  as  a 
proportion  of  net  domestic  product.  This  share  had  declined  almost  con¬ 
tinuously  from  12J4  percent  in  1965  to  7  percent  in  1974  before  increasing 
rapidly  to  over  11 percent  by  the  third  quarter  of  1975. 

Despite  a  decline  in  pn^ts  before  tax  of  nonfinancial  corporations,  after¬ 
tax  profits  changed  little  from  1974  because  of  the  provisions  of  the  Tax 
Reduction  Act  of  1975.  The  act  reduced  general  corporate  taxes  by  $4^ 
billion  but  raised  $1$4  billion  in  new  revenues  by  curtailing  percentage  deple¬ 
tion  and  restricting  foreign  tax  credits.  The  revenue-raising  features  of  the 
I'ax  Reduction  Act  chiefly  affected  the  p>etroleum  industry.  The  corporate 
tax  reductions  helped  to  reduce  the  effective  total  tax  rate  on  domestic  non¬ 
financial  corporate  profits  from  41.1  percent  in  1974  to  38.2  percent  in  1975. 

The  recovery  of  operating  profits  and  rapid  disinvestment  in  inventories 
during  the  first  half  of  the  year  allowed  nonfinancial  corporations  to  reduce 
their  dependence  upon  external  financing  and  to  alter  the  structure  of  their 
liabilities.  As  Table  17  shows,  corporations  borrowed  at  an  annual  rate 
of  $19.2  billion  through  the  first  3  quarters  of  1975,  a  rate  far  below 
those  of  the  previous  2  years.  In  addition,  corp>orations  were  able  to 
lengthen  the  maturity  of  their  debt  by  reducing  bank  loans  at  an  annual 
rate  of  $20.1  billion  in  the  first  3  quarters  of  the  year,  the  largest 
decline  in  loan  demand  during  the  postwar  pwriod.  Finally,  some  corpora- 
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Table  1 7. — Net  funds  raised  in  financial  markets  by  nonfinancial  corporations,  1973-75 


■Billions  o(  dolltrs;sMsonilly  adiustod  annual  rates) 


Itmi 

1975 

1 

M 

III 

67.2 

77.1 

27.2 

29.3 

29.8 

7.4 

4.1 

7.7 

12.9 

11 

Debt  instrumehts . 

59.7 

73.0 

19.4 

16.4 

21.7 

1.8 

1.6 

1.7 

3.2 

2.4 

9.2 

19.7 

40.1 

30.5 

21.2 

16.1 

10.9 

2.5 

6.3 

7.9 

30.6 

29.9 

-26.4 

—20.0 

— IIS 

Other • . 

2.0 

11.0 

1.5 

-3.7 

4.1 

>  Not  tlsawhere  classified. 

>  Consists  of  commercial  paper,  acceptances,  finance  company  loans,  and  U.S.  Government  loens. 
Source:  Board  of  Governors  of  the  Federal  Reserve  System. 


tions  relied  more  heavily  on  equity  financing  in  1975  as  new  issues  reatched 
an  annual  rate  of  $9.6  billion  in  the  first  3  quarters,  the  highest  level  since 
1972. 


EMPLOYMENT,  UNEMPLOYMENT,  AND  INCOME 
MAINTENANCE 

EMPLOYMENT 

Total  civilian  employment  estimated  from  household  survey  data  aver¬ 
aged  84.8  million  in  1975,  1.1  million  below  the  level  of  the  previous  year 
(Table  18).  From  a  peak  of  86.2  million  in  the  third  quarter  of  1974,  em¬ 
ployment  fell  to  a  low  of  84.3  million  in  the  hrst  quarter  of  1975  and  then 
rose  to  85.2  million  by  the  fourth  quarter. 

The  number  of  nonfarm  payroll  jobs  estimated  from  establishment  sur¬ 
vey  data  averaged  77.0  million  in  1975.  This  represents  a  1.4-million  drop 
from  the  1974  level,  a  slightly  greater  decline  than  the  drop  in  employment 
on  the  household  basis.  Nearly  all  of  the  change  in  payroll  employment 
from  its  peak  in  the  third  quarter  of  1974  to  its  trough  in  the  second  quarter 
of  1975  was  in  the  goods-producing  sector,  where  the  number  of  jobs  de¬ 
clined  by  2.5  million  (Table  19).  The  reduction  in  employment  was  sub¬ 
stantial  in  all  of  the  major  goods-producing  industries,  except  mining,  where 
employment  continued  to  increase.  There  was  some  recovery  in  employment 
in  the  goods-producing  sector  in  the  second  half  of  the  year,  ahhough  by 
year-end  the  level  remained  substantially  below  its  peak  in  the  third  quarter 
of  1974.  Employment  in  the  service-producing  industries  remained  stable 
at  about  54  million  during  the  period  when  goods-producing  employment 
declined.  It  then  increased  during  the  second  half  of  1975. 

The  decline  and  subsequent  rise  in  payroll  employment  in  manufacturing 
from  the  third  quarter  of  1974  to  the  end  of  1975  are  reflected  in  data  on 
labor  turnover  (Table  20).  The  seasonally  adjusted  layoff  rate,  layoffs  per 
100  workers,  doubled  in  the  fourth  quarter  of  1974  compared  to  the  pre- 
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Table  18. — Labor  market  indicators,  1957-58  and  1974-75 
ISMWMily  adjusUd] 


Indicator 

1957 

1958 

1974 

1975 

Millions  of  parsons 


91.0 

92.6 

91.7 

91.8 

92.5 

85.9 

84.8 

85.5 

84.3 

84.4 

5.1 

7.8 

6.1 

7.5 

■H 

■  Unamploynwnt  as  parcsnt  of  civilian  labor  forca  in  group  spacillad,  axcapt  as  notad. 
*  Civilian  labor  forca  as  parcsnt  of  civilian  noninstitutional  population. 

>  Unamploymant  as  parcant  of  total  civilian  labor  forca. 

<  Incluoas  mining,  not  shown  saparataly. 

Sourca;  Oapartmant  of  Labor,  Buruu  of  Labor  Statistics. 


vious  3  quarters  and  was  substantially  in  excess  of  the  average  layoff  rate 
of  1.4  from  1963  to  1973.  The  layoff  rate  remained  at  unprecedented  levels 
until  production  began  to  rise  rapidly  in  the  third  quarter  of  1975.  By  the 
last  quarter,  however,  layoffs  had  declined  to  more  normal  levels. 

Much  of  the  unemployment  associated  with  job  layoffs  in  a  recession  is 
followed  by  reemployment  in  the  same  firm.  While  the  total  accession  rate 
declined  in  manufacturing  during  the  recession,  the  rehire  rate  increased 
sharply:  from  an  average  of  1.0  in  1974  to  1.8  in  the  first  and  second  quarters 
of  1975.  From  1963  to  1973  rehires  were  27  percent  of  accessions,  but  in 
1975  they  were  44  percent. 


Table  19. — Nonagricidtural  payroll  employment,  by  industry,  1974—75 


(Millions  of  persons;  seasonally  adjusted) 


Industry 

1974 

1975 

III 

IV 

1 

II 

■■ 

IV « 

Total  nonagricultural  employment. 

78.7 

78.3 

76.9 

76.4 

77.0 

77.6 

Goods  producing . 

24.8 

24.1 

22.8 

22.3 

22.4 

22.7 

Manufacturing . 

20.1 

19.6 

18.5 

18.1 

18.3 

18.5 

Durable  goods . 

12.0 

11.6 

10.9 

10.6 

10.6 

10.7 

Nondurable  goods... 

8.2 

8.0 

7.6 

7.6 

7.7 

7.8 

Contract  construction .... 

3.9 

3.8 

3.6 

3.4 

3.4 

3.4 

Mining . 

.7 

.7 

.7 

.7 

.7 

.8 

Service  producing . 

54.0 

54.2 

54.1 

54.1 

54.6 

55.0 

Private » . 

39.8 

39.8 

39.5 

39.4 

39.8 

40.0 

Government . 

14.2 

14.4 

15.0 

14.7 

14.8 

15.0 

Federal . 

2.7 

2.7 

2.7 

2.7 

2.8 

2.8 

State  and  local . 

11.5 

11.6 

11.8 

12.0 

12.1 

12.2 

>  Preliminary. 

>  Transportation  and  public  utilities;  wholesale  and  retail  trade;  finance,  insurance,  and  real  estate;  and  services. 
Note.— Detail  may  not  add  to  totals  because  of  rounding. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 


Table  20. — Labor  turnover  rates  in  manufactuiing,  1963-75 


[Per  too  employees;  seasonally  adjusted) 


Period 

Accession  rates 

Separation  rates 

Total 

New  hires 

Total 

Quits 

Layoffs 

1963-73  average . 

\ 

■■Q 

1974  average . 

IV . 

j 

1975  average' . 

! 

2.9 

II . 

2.4 

Ill . 

3.7 

IV 1 . 

1.7 

>  11-month  average  for  the  year  and  2-.nonth  average  for  fourth  quarter. 
Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 


UNEMPLOYMENT 

The  unemployment  rate  averaged  8.5  percent  in  1975,  sharply  above  the 
5.6  percent  rate  in  1974  and  the  previous  post-World  War  II  high  of  6.8 
percent  in  1958.  The  unemployment  rate  increased  rapidly,  from  5.6  piercent 
in  the  third  quarter  of  1974  to  8.1  percent  in  the  Hrst  quarter  of  1975,  and 
reached  a  peak  of  8.7  fiercent  in  the  second  quarter.  By  the  fourth  quarter 
the  rate  had  declined  to  8.5  percent. 

As  in  past  recessions,  the  sharp  rise  in  unemployment  was  widespread 
among  major  demographic  groups  (Table  18).  The  rate  for  married  men, 
who  typically  have  the  lowest  unemployment  rate,  increased  from  2.7 
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percent  in  1974  to  5.1  percent  in  1975.  Most  other  demographic  groups  ex¬ 
perienced  a  similar  or  slightly  larger  percentage  point  increase  in  unem¬ 
ployment  rates,  but  a  substantially  snudler  relative  increase. 

TTie  increase  in  the  unemployment  rate  was  largely  a  consequence  of 
unemployment  arising  from  the  loss  of  a  job,  particularly  among  adult 
men  and  women  (Table  21).  The  unemployment  rate  for  job  leavers  (un¬ 
employed  persons  who  quit  their  jobs,  expressed  as  a  percentage  of  the 
labor  force)  was  essentially  unchanged  from  1974.  Unemployed  new 
entrants  and  reentrants  increased  as  a  percentage  of  the  labor  force  in  1975. 
The  increase  in  the  unemployment  rate  among  labor  force  entrants 
likely  reflected  a  greater  difficulty  in  finding  a  job,  that  is,  a  longer  dura¬ 
tion  of  unemployment  rather  than  a  greater  influx  of  entrants,  since  the 
new-hire  rate  declined  and  the  labor  force  participation  rate  did  not  change 
from  1974  to  1975. 

There  was  a  large  increase  in  the  number  of  persons  unemployed  15 
weeks  or  longer  as  a  pjercentage  of  the  labor  force.  The  long-duration  unem¬ 
ployment  rate  increased  from  1.0  percent  in  1974  to  2.7  pjercent  in  1975,  a 
much  higher  level  than  the  previous  p>ostwar  p>eak  of  2.2  percent  in  1961. 
This  sharp  increase  compared  to  past  recessions  was  due  partly  to  the 
severity  and  duration  of  the  most  recent  recession  and  partly  to  wider 
coverage  and  longer  duration  of  unemployment  compensation  benefits  than 
in  the  past. 

Under  legislation  enacted  in  December  1974  and  amended  in  March  1975, 
the  maximum  duration  of  unemployment  compensation  benefits  for  workers 
covered  under  the  regular  Federal  and  State  programs  was  increased  from 
39  weeks  to  65  weeks  by  adding  a  26- week  program  called  Federal  supple¬ 
mental  benefits  (FSB).  This  program  expires  at  the  end  of  March  1977. 
Another  temporary  program,  special  unemployment  assistance  (SUA),  was 
also  enacted  in  December  1974  to  provide  unemployment  compiensation 
coverage  for  an  estimated  12  million  wage  and  salary  workers  employed  in 
industries  not  covered  by  the  regular  Federal  and  State  programs.  These 


Table  21. —  Unemployment  rates  by  reason  for  unemployment,  age,  and  sex,  1973-75 


|P«rc«nt  of  civilian  labor  forca) 


Reason  for  unemploymant 

Man  20  years 
and  over 

Woman  20  yaars 
and  over 

Both  sexes  16  to 

19  yaars 

1973 

1974 

1975 

1 

1974 

1975 

1973 

1974 

1975 

Total  unemploymant  rata _ 

3.2 

3.8 

6.7 

4.8 

5.5 

8.0 

14.5 

16.0 

19.9 

Job  separation . 

2.4 

■  1 

S.6 

2.5 

3.1 

5.1 

4.1 

5.0 

6.8 

Job  losers . 

1.9 

H 1 

5.1 

1.6 

2.1 

4.0 

2.4 

3.1 

5.1 

Job  leavers . 

.5 

■i 

.6 

.9 

1.0 

1.1 

1.7 

2.0 

1.7 

Previously  out  of  labor  forca 

.8 

.8  1 

1.1 

2.3 

2.4 

2.9 

10.3 

10.9 

13.1 

Reentrants . 

•  f 

•7 

1.0 

2.0 

2.1 

2.6 

4.3 

4.9 

6.0 

New  entrants . 

•1 

.1 

.1 

.3 

.3 

.3 

6.0 

6.0 

7.1 

Nota.— Mail  may  not  add  to  totals  bacausa  of  rounding. 
Sourca:  Dapartmant  of  Labor,  Buraau  of  Labor  Statistics. 
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are  largely  State  and  local  government  workers,  farm  workers,  domestics, 
and  employees  of  small  nonprofit  organizations.  In  June  the  duration  of 
benefits  under  SUA  was  extended  from  26  to  39  weeks. 

There  is  now  considerable  research  suggesting  that  a  longer  maximum 
duration  of  unemployment  benefits  tends  to  lengthen  the  duration  of  actual 
unemployment  by  discouraging  some  from  withdrawing  from  the  labor  force 
and  some  from  accepting  reemployment  in  a  less  attractive  job.  While  the 
exact  magnitude  of  any  increase  in  measured  unemployment  is  unclear, 
these  studies  suggest  that  interpretation  of  unemployment  statistics  has  be¬ 
come  more  complex. 

THE  MITIGATING  EFFECTS  OF  THE  INCOME  TRANSFER  SYSTEM 

Unemployment  compensation  and  other  income  maintenance  programs 
have  had  an  impjortant  dual  role  as  automatic  stabilizers  and  as  a  means  of 
providing  income  to  those  who  have  lost  earnings  because  of  the  recession. 
Data  on  the  major  programs  are  given  in  Table  22. 

Largely  because  of  these  programs,  per  capita  real  disposable  income 
did  not  decline  in  1975  despite  a  decline  in  real  output  per  capita.  Be¬ 
cause  the  number  and  size  of  countercyclical  programs  have  increased 
over  time,  the  extent  to  which  consumer  income  was  maintained  was 
greater  in  this  recession  than  in  past  ones.  In  this  recession,  per  capita  real 
disposable  income  fell  from  peak  to  trough  by  one-half  of  1  percent,  com¬ 
pared  to  a  drop  of  4  pjercent  in  por  capita  real  disposable  income  net  of 
transfers.  By  contrast,  in  the  1958  recession  per  capita  real  disp>osable  income 
fell  by  2  percent  from  pieak  to  trough,  while  per  capita  real  disposable  income 
net  of  transfers  declined  3  percent. 

The  extent  to  which  transfer  pavments  replace  family  earnings  lost  as 
a  result  of  unemployment  varies  with  eligibility  for  the  different  programs 
as  well  as  with  past  earnings.  It  has  been  estimated  for  1975  that  a  family 
of  four,  headed  by  an  insured  unemployed  worker  who  had  previously 
worked  at  the  minimum  wage,  could  be  entitled  to  about  90  porcent  of  pre¬ 
vious  after-tax  earnings  through  unemployment  compensation,  public  assist¬ 
ance,  and  food  stamps.  For  a  head  of  family  who  had  earned  high  wages, 
however,  benefits  replace  a  smaller  percentage  of  after-tax  earnings.  For 
example,  it  has  been  estimated  that  an  unemployed  worker  who  earned 
$400  a  week  before  taxes  could  receive  benefits  that  replace  about  one-third 
of  his  after-tax  earnings. 

The  most  imp)ortant  countercyclical  program  is  unemployment  compensa¬ 
tion,  which  in  the  first  10  months  of  1975  paid  an  estimated  average  weekly 
benefit  of  about  $70  per  worker.  As  of  January  1976,  the  maximum  weekly 
benefit  ranged  from  $60  in  Indiana  and  Mississippi  to  $139  in  Washington, 
D.C.  As  unemployment  increased  during  the  recession,  the  ratio  of  benefi¬ 
ciaries  to  p)ersons  unemployed  rose  sharply,  from  33  percent  in  the  fourth 
quarter  of  1973  to  69  p>ercent  in  the  second  quarter  of  1975.  This  pattern 
is  partly  due  to  changes  in  the  composition  of  unemployment  that  usually 
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Table  22. — Income  transfer  programs,  1973-75 


1973 

1974 

1975 

Program 

Unit 

IV 

1 

D 

n 

D 

1 

II 

III 

IV 

Unomploymont: 

■1 

Total  number  of  persons 

Unemployment  Compensation: 

4.0 

5.0 

■ 

5.1 

5.6 

8.3 

8.0 

7.8 

7.2 

1.3 

2.3 

2.1 

1.9 

2.3 

5. 1 

5.5 

5.2 
4.0 

1.2 

18.4 

1.3 

2.3 

2.1 

1.9 

2.3 

4.7 

4.8 

FSB  and  SUA*.’. . 

.4 

.7 

Benefit  payments:  Total* 

Billions  of  dollars*. 

4.1 

7.5 

6  8 

6  1 

7.8 

17.3 

19.0 

4.1 

7.5 

6.8 

6.1 

7.8 

16.2 

16.7 

14.7 

FSB  and  SUA 

1.1 

2.3 

3.7 

Food  Sbmp  Program: 

m 

12.5 

13.1 

13.6 

ifn 

15.9 

18.7 

19.2 

18.6 

18.7 

Billions  of  dollars*. 

2.3 

3.2 

3.2 

Im 

4.0 

4.9 

5.0 

5.2 

5.2 

Aid  to  Families  with  Dependent 
Children; 

10.8 

10.9 

10.9 

10.8 

10.9 

11.3 

11.3 

11.3 

.4 

.4 

.4 

.4 

.4 

WtmM 

■m 

.5 

Billions  of  dollars*. 

7.4 

7.6 

7.6 

8.0 

8.4 

9.3 

Old-age,  Survivors,  and  Dis- 

ability  Insurance; 

29  7 

30.0 

.30,2 

30.4 

.30  7 

.31  5 

31.9 

19.0 

19.2 

19.3 

19.5 

19.6 

19.8 

19.9 

20.1 

Disabled  persons  and 

3.5 

m 

3.7 

3.7 

3.9 

4.0 

4.1 

4.2 

4.3 

Billions  of  dollars  *. 

50.8 

58.7 

56.8 

60.6 

63.0 

67.1 

68.5 

Medicaid: 

7.3 

7.3 

8.2 

8.8 

■11 

Billions  of  dollars  *. 

10.0 

10.4 

12.0 

11.2 

IMH 

13.6 

14.8 

Medicare: 

Billions  of  dollars  *. 

10.1 

11.2 

12.2 

12.5 

13.7 

14.9 

15.4 

15.5 

17.2 

Supplemental  Security  Income; 

3.3 

3.5 

3  8 

4.1 

4.2 

4.3 

Billions  of  dollars*. 

4.9 

5.1 

5.5 

5.6 

5.7 

5.8 

6.1 

>  Wet kly  average. 

>  Federal  supplemental  benefits  (FSB)  and  special  unemployment  assistance  (SUA). 

>  Includes  State  as  well  as  Federal  paymenb. 

<  Annual  rate. 

•  Monthly  average. 

•  ToUl  also  includes  survivors  and  special  beneficiaries  72  years  and  older, 
r  In  Current  payment  sbtus. 

Sources:  Department  of  Agriculture,  Department  of  Health,  Education,  and  Welfare,  and  Department  of  Labor. 


occur  during  a  downturn  and  partly  to  legislated  program  extensions  (FSB 
and  SUA).  Largely  because  of  these  new  programs  a  larger  proportion  of 
the  unemployed  received  benefits  in  1975  than  in  any  prior  recession.  The 
new  programs  have  therefore  more  than  offset  the  secular  decline  in  the 
propTortion  of  the  unemployed  receiving  benefits  (estimated  to  be  40  percent 
in  1956  and  34  percent  in  1973),  a  decline  which  is  attributable  to  the  dis¬ 
proportionate  increase  in  the  share  of  unemployment  caused  by  entry  into 
the  labor  force.  The  proportion  of  the  unemployed  receiving  benefits  was 
estimated  to  be  59  jjercent  in  1958  and  66  percent  in  the  first  3  quarters  of 
1975. 


In  the  second  quarter  of  1975  there  were  about  19.2  million  food  stamp 
recipients,  54  percent  more  than  in  the  fourth  quarter  of  1973.  Approxi¬ 
mately  half  the  increase  is  attributable  to  the  recession  and  half  to  the 
extension  of  the  program  to  areas  which  had  not  previously  offered  food 
stamps  (including  Puerto  Rico,  which  added  1.5  million  new  recipients)  and 
to  increases  in  participation  among  formerly  eligible  households.  A  survey 
taken  by  the  Bureau  of  the  Census  in  April  1975  showed  that  18  percent 
of  the  families  in  which  the  head  of  the  household  was  unemployed  w’ere 
receiving  food  stamps.  Among  families  with  an  unemployed  head  of  house¬ 
hold  and  income  under  $5,000,  35  percent  received  stamps.  The  average 
monthly  food  stamp  bonus  (the  Federal  subsidy),  which  is  not  taxed  as 
income,  was  $84  for  families  with  an  unemployed  head  of  household.  A  fur¬ 
ther  discussion  of  income  maintenance  programs  is  contained  in  Chapter  3. 

ENERGY  DEVELOPMENTS 

The  economy  continued  to  adjust  to  higher  world  oil  prices  during  1975, 
though  at  a  rate  constrained  by  Government  action.  Price  controls  were 
maintained  on  some  domestically  produced  crude  oil  and  natural  gas  liquids, 
but  a  special  fee  (later  removed)  imposed  on  imported  crude  oil  and  petro¬ 
leum  products  raised  the  prices  received  for  uncontrolled  oil.  The  net 
effect  of  these  actions  was  to  hold  average  oil  prices  in  the  United  States 
below  world  levels,  reduce  the  total  rev'enues  of  domestic  petroleum  pro¬ 
ducers,  slow  the  rate  of  increase  in  petroleum  product  prices  to  consumers, 
increase  petroleum  imports,  and  retard  structural  adjustment  to  higher 
world  oil  prices. 

The  relative  price  of  energy  continued  to  increase,  but  not  at  the  rate 
which  brought  the  adjustment  problems  of  1973  and  1974.  The  consump¬ 
tion  of  energy  remained  below  its  1973  peak  and  well  below  its  previous 
long-term  growth  path.  Long-term  adjustments  in  the  capital  stock  toward 
lower  use  of  petroleum  were  in  evidence.  Output  of  oil  and  natural  gas  con¬ 
tinued  to  decline,  bituminous  coal  production  reached  an  all-time  high, 
and  nuclear  power  production  again  rose  substantially.  The  Energy  Policy 
and  Conserv'ation  Act,  discussed  in  Chapter  1 ,  was  enacted  late  in  the  year. 

PRICES 

The  price  of  domestically  produced  p>etroleum  products  was  affected  by 
price  ceilings  on  some  of  the  crude  oil  entering  refineries  and  by  margin 
controls  at  all  processing  and  marketing  stages.  Approximately  60  percent 
of  the  domestically  produced  crude  entering  refineries  was  controlled  at  a 
wellhead  price  of  about  $5.25  per  barrel,  bringing  the  blended  price  of 
domestic  crude  some  $5  to  $6  per  barrel  below  the  price  of  imported  crude 
oil.  Movements  in  the  price  of  petroleum  products  were  largely  determined 
by  changes  in  the  composite  cost  of  all  crude,  imported  and  domestic  (Table 
23) .  That  cost  rose  about  19  percent  in  the  12  months  ending  October  1975, 
largely  because  of  the  special  import  fee. 


Table  23. — Refiner  acquisition  cost  of  crude  petroleum,  1973-75 


>  Prclimintry. 

Source:  Ftdoral  Energy  Administration. 


Composite 

Imported 

Domestic 

$4.54 

4. 91 

November . 

$5.44 

6.49 

$5.00 

December . 

6.54 

8.22 

5.95 

1974:  January . 

7.46 

6.72 

February . 

8.57 

7.08 

March . 

8.68 

April . 

9.13 

7.21 

May . 

9.44 

7.26 

June . 

9.45 

7.20 

July . 

9.30 

12.75 

7.19 

August . 

9.17 

September . 

9.13 

7.18 

October . 

9.22 

7.26 

November . 

9.41 

7.46 

9.28 

7.39 

1975:  January . 

9.48 

12.77 

7.78 

February . 

10.09 

8.29 

March . 

9.91 

8.38 

April . 

9.83 

8.23 

May . 

9.79 

8.33 

June . 

10.33 

8.33 

July . 

10.57 

8.37 

August . . . 

10.81 

14.25 

8.48 

September . 

10.79 

14.04 

8.49 

October! . 

10.95 

14.66 

8.59 

Cost  (per  barrel) 


The  average  price  of  coal  sold  under  long-term  contract  continued  to  in¬ 
crease  during  1975,  but  the  price  of  coal  sold  in  spot  markets  ( WPI  for  coal) 
declined  substantially  from  the  peaks  reached  during  the  coal  strike  of  late 
1974.  Movements  in  the  average  price  of  all  coal  are  reflected  in  the  prices 
paid  for  coal  by  steam  electric  plants.  Those  prices  reached  a  peak  of  90 
cents  per  million  B.t.u.  in  November  1974.  The  average  price  was  only 
81  cents  per  million  B.t.u.  in  the  first  8  months  of  1975,  lower  than  the 
previous  peak  but  still  higher  than  the  71  cents  per  million  B.t.u.  aver¬ 
age  for  1974.  Coal  used  for  electricity  generation  still  commands  a  price  less 
than  half  that  of  its  major  substitute,  residual  fuel  oil,  when  they  are  com¬ 
pared  on  an  enei^gy-equivalent  price  basis.  Legal,  technical,  and  utility 
capacity  constraints  on  the  use  of  coal  have  prevented  further  displacement 
of  oil  in  the  utility  market. 

Natural  gas  prices  in  1975  continued  to  be  dominated  by  regulatory  insti¬ 
tutions  and  by  the  long-term  contracts  characteristic  of  gas  sales.  Regulated 
gas  prices  rose  pursuant  to  actions  of  the  Federal  Power  Commission  which 
increased  the  base  ceiling  rate  for  1975  to  51  cents  per  thousand  cubic  feet 
of  natural  gas  that  had  begun  to  flow  in  interstate  commerce  after  Decem¬ 
ber  31,  1972.  The  rate  was  43  cents  from  June  1974  until  early  December  of 
that  year,  when  the  rates  were  revised.  Additionally,  special  provisions  de¬ 
signed  to  induce  movement  of  more  gas  into  interstate  regulated  markets  to 
meet  emergency  conditions  brought  some  increase  in  average  regulated 
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prices.  The  prices  remained  well  below  the  market  clearing  level,  however, 
leading  to  continuation  of  the  natural  gas  shortage  in  the  interstate  price- 
controlled  market.  The  average  price  paid  by  interstate  pip>elines  for  gas 
produced  in  the  United  States  rose  from  27  cents  per  thousand  cubic  feet 
in  September  1974  to  37  cents  in  September  1975.  The  average  price  of 
imported  gas  entering  the  regulated  interstate  pipeline  system,  about  5  per¬ 
cent  of  consumption,  rose  from  59  cents  to  $1.41  per  thousand  cubic  feet 
over  the  same  period.  The  unregulated  natural  gas  market — primarily  gas 
consumed  within  its  State  of  origin — also  experienced  price  increases.  The 
major  increases  in  the  price  of  unregulated  new  gas  contracts  occurred  in 
1974,  but  the  average  price  of  gas  sold  in  unregulated  markets  continued 
to  rise  because  a  larger  proportion  of  it  was  sold  at  the  higher  prices,  as  old 
agreements  expired  or  were  renegotiated  and  as  depletion  occurred  in  re¬ 
serves  sold  under  lower-priced  contracts. 

Continued  advances  in  the  wholesale  price  of  energy  (Table  24)  carried 
through  to  consumers,  but  the  increases  to  consumers  were  smaller  than  in 
1974.  The  price  of  gasoline  to  consumers  rose  6  cents  per  gallon,  or  about 
1 1  percent,  in  the  12  months  ending  in  December  1975,  while  fuel  oil  went  up 
9  percent.  The  price  of  residential  electrical  service  rose  9  percent  and  that  of 
residential  gas  service  20  percent  during  the  same  period  (Table  25). 


Table  24. — Changes  in  wholesale  prices  of  all  commodities  and  selected  fuels  and  power, 

I96&-75 

|P«rc«nt  clMnit;  sMsonally  UMdjinttd  innuti  ritw| 


Selected  fuels  and  power 

Ptriod 

All 

commodities 

Coal 

Natural 

gas 

Refined 

petroleum 

producb 

Eltctric 

powtr 

Average  annual  change: 

1966  to  1969 . 

2.2 

5.6 

1.6 

a7 

0.7 

1969  to  1972 . 

3.8 

19.8 

5.8 

3.0 

6.2 

1972  to  1973 . 

13.1 

12.5 

9.6 

21.8 

7.0 

Change  from  preceding  quarbr: 

1973:  1 . 

20.9 

14.6 

5.9 

25.4 

12.2 

II . 

20.6 

16.0 

13.5 

35.4 

5.5 

Ill . 

17.6 

4.9 

13.4 

14.2 

7.0 

IV . 

3.5 

36.6 

21.6 

80.6 

15.9 

1974:  1 . 

29.4 

37.0 

18.6 

42.7 

II . 

15.0 

125.5 

11.8 

50.0 

Ill . 

31.3 

75.2 

35.6 

27.3 

IV . 

14.8 

67.3 

48.4 

16.8 

1975:  1 . 

.0 

2.1 

63.5 

23.0 

11 . 

4.3 

-19.4 

39.3 

2.8 

Ill . 

8.8 

-9.6 

8.3 

11.7 

IV 

4.4 

-9.0 

mHiiiHfVfl 

■■■■■ 

■■■■I 

Not*.— Th«  fiMl  and  alectric  power  pric*  changes  shown  in  this  table  have  been  calculated  from  the  wholesale  price  index 
^  adjusted  tor  the  lags  embodied  in  some  fuel  price  series.  Natural  gas  prices  are  lagged  2  months,  and  electric  power  and 

reftned  petroleum  producb  1  month,  the  latter  lagging  beginning  in  March  1973  for  the  major  products  of  the  series.  For 
3  example,  the  first-quarter  prices  as  used  in  the  SMve  table  are  the  reported  indexes  for  March  through  May  for  natural 

^  gas,  and  February  through  April  for  refined  petroleum,  producb  and  electric  power. 

Source:  Department  of  Labor,  Bureeu  of  Labor  Statistics. 
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Table  25. — Changes  in  consumer  prices  of  all  items  and  energy  items,  1965-75 
(PtrcMt  chant*;  ***sonally  unadjusted  annual  ratasj 


Period 

All 

itams 

All 

itams 

lass 

tmriy 

Energy 

ToUli 

Eltctricity 

Fuel  oil* 

Gasoline* 

Gas 

Avarai*  annual  chani*: 

■I 

1966  to  1969 . 

4.1 

2.1 

1.2 

2.8 

2.6 

0.9 

1969  to  1972 . 

3.1 

3.4 

.9 

6.0 

1972  to  1973 . 

6.1 

8.0 

15.4 

9.8 

4.6 

Chant*  front  pracading  quarter; 

H 

1973;  1 . 

5.8 

22.6 

4.4 

8.7 

M . 

8.9 

.1 

17.3 

16.8 

1.3 

Ill . 

9.4 

Bd  1 

12.1 

9.3 

-.3 

IV . 

8.5 

8.6 

93.3 

31.1 

15.0 

1974:  1 . 

11.5 

8.4 

68.7 

34.4 

171.8 

17.8 

II . 

11.8 

10.3 

33.6 

27.1 

23.0 

^vt8n 

11.9 

Ill . 

13.0 

13.1 

10.3 

14.4 

18.3 

HcH 

14.4 

IV . 

12.0 

12.9 

-.2 

12.5 

8.7 

-15.4 

20.7 

1975:  1 . 

7.5 

7.5 

9.6 

19.6 

.4 

2.3 

27.3 

II . 

6.5 

6.0 

12.4 

4.8 

1.3 

15.2 

24.4 

Ill . 

8.8 

8.1 

20.3 

13.0 

13.5 

33.3 

7.7 

IV . 

6.5 

6.6 

5.2 

3.8 

19.6 

-2.9 

20.2 

>  Also  tndudas  coal  and  motor  oil,  not  shown  saparataly. 

>  Fual  oil  No.  2. 

>  Ragular  and  pramium  gasoline. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 


CONSUMPTION 

The  combination  of  increasing  relative  prices  of  energy  (for  the  third  con¬ 
secutive  year) ,  a  low  level  of  economic  activity,  mild  winter  weather,  and 
conservation  measures  left  energy  consumption  in  1975  lower  tlian  in 
1974.  In  1974  energy  consumption  fell  for  the  first  time  since  1958;  there  is 
no  previous  record  of  energy  consumption’s  remaining  below  previous  peak 
levels  for  2  consecutive  years. 

The  total  effect  of  higher  relative  energy  prices  on  energy  consumption 
has  not  yet  been  felt  because  adjustments  in  energy  use  patterns  and  in 
capital  stock  are  not  yet  complete.  For  example,  1974  model  automobiles 
averaged  an  estimated  rated  13.9  miles  per  gallon,  while  1975  model  automo¬ 
biles  are  estimated  to  have  averaged  a  rated  15.6  miles  per  gallon.  The  1976 
models  will  probably  be  even  more  fuel  efficient,  averaging  a  rated  1 7.6  miles 
per  gallon  according  to  estimates.  Motor  vehicle  fuel  consumption,  however, 
responds  to  the  average  composition  of  the  total  vehicle  fleet,  which  is  still 
dominated  by  automobiles  produced  before  energy  prices  rose. 

The  low  level  of  economic  activity  in  1975  reinforced  price  effects  in  re¬ 
straining  energy  use.  Conversely,  the  expected  recovery  of  1976  is  likely 
to  lead  to  growth  in  energy  consumption  despite  the  continued  restraining 
influence  of  past  increases  in  its  price. 

The  consumption  of  electric  power  rose  only  about  2  percent  in  1975  and 
0.4  percent  in  1974,  much  below  the  7  percent  annual  increase  for  the  previ¬ 
ous  10  years.  This  slowdown  in  demand  growth  has  contributed  to  the  deci¬ 
sion  of  some  Arms  to  delay  completion  of  additional  generating  capacity  and 
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has  brought  about  a  reassessment  of  future  industry  capacity  requirements. 
How  greatly  electricity  consumption  will  be  affected  by  the  higher  relative 
price  of  electricity  is  not  yet  known.  Also  unknown  is  the  extent  to  which  the 
movement  will  continue  toward  peak-load  pricing  of  electric  service,  and  how 
much  this  movement  will  affect  generating  capacity  requirements  and  the 
optimal  mix  of  generating  equipment.  It  is  expected,  however,  that  the  re¬ 
sults  of  the  change  will  be  toward  reducing  the  quantity  of  fossil  fuel  con¬ 
sumed  per  unit  of  electricity  generated  and  shifting  the  mix  of  energy  sources 
toward  coal  and  nuclear  power. 

Petroleum  consumption  did  not  increase  despite  some  substitution  of 
petroleum  for  natural  gas.  The  increased  price  of  petroleum,  lagged  effects 
of  earlier  price  increases,  the  low  level  of  economic  activity,  and  a  milder 
winter  explain  this  consumption  pattern  (Table  26) . 

The  only  unlocalized  fuel  shortage  during  1975  w'as  of  natural  gas.  The 
shortage  was  greater  in  1975  than  before,  despite  relatively  warm  weather 
and  the  recession.  The  quantity  of  gas  that  would  have  been  consumed  at 
then  existing  prices,  if  that  gas  had  been  available,  is  unknown  because 
potential  consumers  have  been  denied  access  to  supplies.  However,  the 
quantity  which  was  not  delivered  by  interstate  pipelines  despite  contractual 
requirements  to  do  so  is  reported  to  the  Federal  Power  Commission  (FPC) . 
Curtailments  of  firm  (guaranteed)  supplies  amounted  to  17  percent  of 
requirements  by  the  reporting  pipelines  in  the  12  months  ending  August 
1975,  compared  to  10  percent  during  the  12  months  ending  August  1974. 
The  FPC  expects  these  curtailments  to  reach  22  {lercent  in  the  12  months 
ending  August  1976.  When  curtailments  of  interruptible  (nonguaranteed) 
supplies  are  considered,  the  proportion  of  requirements  curtailed  rose  from 
38  percent  in  the  earlier  period  to  52  percent  in  the  12  months  ending  in 


Table  26. — Gross  consumption  of  energy  by  major  source,  1965-75 


1 

i 

1 

Year  ] 

Total  energy 
consumption 

Percent  of  total  energy  consumption 

Amount  1 
(quad-  1 
rillion  1 
Btu’s) 

Percent 
change  > 

i 

Total 

1 

Petro¬ 

leum 

Natural 

g»s 

Coal 

Hydro-  | 
power  ^ 

Nuclear 

1965 . 

53.3 

4.1 

1C0.0 

43.6 

30.2 

22.3 

3.9 

0.1 

1966 . 

56.4 

$.8 

IGO.O 

43.2 

30.9 

22.1 

3.7 

.1 

1967 . 

58.3 

3.3 

100.0 

43.5 

31.3 

21.0 

4.0 

.1 

1968 . 

61.8 

6.0 

lOC.O 

43.8 

31.7 

20.5 

3.8 

.2 

1969 . 

65.0 

5.2 

100.0 

43.8 

32.3 

19.6 

4.1 

.2 

1970 . 

67.1 

3.3 

1C0.0 

44.0 

32.8 

18.9 

4.0 

.3 

1971 . 

68.7 

2.3 

100.0 

44.5 

33.2 

17.6 

4.1 

.6 

1972 . 

71.9 

4.7 

100.0 

45.8 

32.0 

17.3 

4.1 

.8 

1973 . 

74.8 

3.9 

100.0 

46.6 

30.4 

17.8 

4.0 

1.2 

1974* . 

73.2 

-2.1 

100.0 

45.7 

30.1 

18.1 

4.5 

1.6 

1975  » . 

72.0 

-1.6 

100.0 

46.0 

28.5 

18.5 

4.5 

2.5 

■  Based  on  unrounded  data. 

■  Preliminary. 

*  Preliminary  estimate  by  the  Council  of  Economic  Advisers, 
ffote.— Detail  may  not  add  to  totals  because  of  roundini. 

Source:  Department  of  the  Interior,  Bureau  of  Mines  (except  as  noted). 
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August  1975.  Lower  gas  use  fpr  space  heating  and  greater  than  expected 
success  in  filling  storage  will  probably  reduce  the  actual  firm  curtailments 
from  those  projected  for  the  12  months  ending  August  1976. 

Petroleum  inventories  were  adequate  to  meet  normal  emergencies 
throughout  1975.  Inventories  of  natural  gas  liquids,  especially  propane,  were 
at  record  highs  toward  the  end  of  1975,  and  no  shortages  were  anticipated. 
Coal  stocks  were  satisfactory  after  the  buildup  period  following  the  1974 
strike.  Interstate  pipelines  reported  that  working  natural  gas  storage  balances 
at  the  start  of  the  1975-76  winter  heating  season  were  nearly  10  percent 
higher  than  at  the  outset  of  the  previous  heating  season. 

Unfortunately  the  adequate  petroleum  inventory  position  which  existed 
in  1975  is  fragile.  Petroleum  inventories  may  be  drawn  down  rather  quickly 
in  response  to  a  change  in  price  expectations  or  to  a  change  in  conditions  in 
the  world  oil  market.  There  is  little  incentive  for  commercial  firms  to  main¬ 
tain  inventories  solely  for  use  during  an  embargo  because  the  emergency 
allocation  and  pricing  authorities  granted  by  the  Energy  Policy  and  Con¬ 
servation  Act  of  1975  take  away  much  of  the  potential  profit  from  doing  so. 

PRODUCTION 

Investment  in  the  domestic  energy  industry  continued  to  grow  in  response 
to  the  higher  relative  prices  of  energy  over  the  past  3  years.  The  uncertainty 
about  prospective  rates  of  return  that  resulted  from  the  lack  of  a  settled 
and  supportive  Government  policy  undoubtedly  kept  investment  flows  below 
the  limits  set  by  available  manpower  and  equipment.  In  contrast  to  late 
1973  and  1974,  there  were  no  reports  of  widespread  shortages  of  essential 
equipment  and  supplies,  and  the  few  spot  shortages  were  minor. 

Crude  oil  production  in  1975  totaled  just  over  3  billion  barrels,  nearly 
5  percent  less  than  in  1974  and  13  percent  less  than  the  peak  production  of 
1970.  Marketed  production  of  natural  gas  in  1975  is  estimated  to  be  1 1  per¬ 
cent  lower  than  its  1973  peak.  Preliminary  estimates  show  a  5  percent  de¬ 
cline  in  the  production  of  natural  gas  liquids  in  1975  from  the  1974  figure. 
The  level  of  exploration  and  development  drilling  continued  to  rise, 
but  wells  drilled  increased  at  only  roughly  half  the  19  percent  increase 
of  1974  over  1973,  and  wells  drilled  during  1975  amounted  to  only  60 
percent  of  those  drilled  during  1956,  the  record  drilling  year.  Output 
responds  only  slowly  to  changes  in  drilling  rates,  however,  and  the  re¬ 
cent  increase  has  not  been  large  enough  to  prevent  the  continued 
decline  in  the  production  of  crude  oil  and  natural  gas.  Domestic  petro¬ 
leum  output  may  stabilize  or  even  rise  in  1977  or  1978  when  North  Slope 
Alaskan  reserves  begin  to  produce,  but  no  turnaround  can  be  expected 
before  then.  North  Slope  Alaskan  natural  gas  resources  will  not  be  produced 
before  the  1980s,  when  access  to  pipelines  may  be  available.  Domestic  nat¬ 
ural  gas  production  will  probably  decline  at  least  until  then.  Oil  and  gas 
production  rates  at  the  end  of  this  decade,  however,  will  be  strongly  influ¬ 
enced  by  Government  policy  and  by  price  behavior  during  1976  and  1977. 
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Consequently,  pricing  decisions  under  the  recently  enacted  Energy  Policy 
and  Conservation  Act  will  have  an  important  effect  on  oil  supplies,  just  as 
action  to  decontrol  the  price  of  natural  gas  will  bring  forth  increasing  quan¬ 
tities  of  this  fuel — especially  to  the  interstate  market.  The  pattern  of  fuel 
production  since  1963  is  shown  in  Chart  2. 

Bituminous  and  lignite  coal  production  reached  an  all-time  high  of  640 
million  tons  during  1975,  surpassing  the  631  million  tons  of  1947.  Output  of 
the  bituminous  coal  industry  rose  6  percent  over  1974.  The  labor  con¬ 
tract  of  late  1974  did  not  eliminate  strikes — unauthorized  walkouts  idled 
some  mines  for  several  weeks.  Output  per  hour  worked  continued  to  decline. 
Nevertheless  record  production  was  achieved,  a  consequence  of  high  levels  of 
output  from  established  mines  and  continued  production  during  much  of  the 
year  from  high-cost  mines  that  were  opened  or  reopened  in  response  to  the 
coal  price  increases  of  1973  and  1974.  Progress  toward  full  exploitation  of 
Western  low-sulfur  coal  reserves  fell  below  expectations,  partly  because  of 
legal  actions  that  slowed  development  and  partly  because  of  the  moratorium 
on  leasing  of  Federal  coal  lands. 

Output  of  the  other  major  sources  of  energy — nuclear  power  plants  and 
hydroelectric  generating  facilities — was  constrained  by  capacity  limitations 
and  operating  problems.  Hydropower  and  nuclear  power  represent  about  25 
percent  of  the  electric  power  produced  in  the  United  States.  The  nuclear 
component  of  the  total  is  growing  rapidly,  and  its  output  approached  9 
percent  of  U.S.  production  during  1975. 

Chart  2 

Domestic  Fuel  Production 
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IMPORTS  AND  EXPORTS 


The  United  States,  a  net  importer  of  petroleum  and  natural  gas  and  an 
exporter  of  coal,  has  been  a  net  importer  of  energy  for  two  decades.  Gross 
imports  of  petroleum  and  petroleum  products  rose  from  about  21  percent  of 
consumption  in  1965  to  about  37  percent  in  both  1974  and  1975.  In  absolute 
terms  gross  imports  in  1975  were  approximately  6  million  barrels  per  day. 
There  has  been  a  decline  in  refined  petroleum  products  as  a  proportion  of 
total  Petroleum  imports.  They  averaged  56  percent  of  the  total  for  the  5  years 
from  1%8  to  1972  but  then  fell  to  48  porcent  in  1973,  43  pjercent  in  1974, 
and  about  32  porcent  in  1975.  This  decline  is  due  largely  to  price  controls 
administered  by  the  Federal  Energy  Administration,  which  provide  a  large 
measure  of  protection  against  most  imports  of  rehned  potroleum  products. 

Coal  exports  amount  to  about  10  porcent  of  total  production.  They  rose 
13  porcent  in  1974  and  increased  another  10  porcent  in  1975.  Natural  gas  is 
imported  mostly  by  pipeline,  and  Canada  is  the  dominant  source.  Canadian 
gas  imports  have  played  an  important  role  in  the  natural  gas  supply  of  some 
regions,  but  according  to  recent  Canadian  policy  announcements,  these 
imports  (as  well  as  imports  of  oil  from  that  nation)  will  be  restricted  in  the 
future. 

AGRICULTURAL  DEVELOPMENTS 

The  most  notable  development  in  agriculture  in  the  6rst  half  of  1975  was 
the  extent  of  reduced  feeding  of  livestock  in  response  to  the  poor  feed  grain 
harvest  of  1974.  Most  noteworthy  in  the  second  half  was  the  reentry  of  the 
Soviet  Union  as  a  large  buyer  of  U.S.  grain,  and  the  resulting  policy  meas¬ 
ures  in  the  controversial  areas  of  export  controls  and  long-term  grain  sales 
agreements  between  governments. 

ADJUSTMENTS  TO  REDUCED  1974  CROPS 

The  United  States  entered  1975  with  the  lowest  supply  of  feed  grains 
(com,  oats,  barley,  and  grain  sorghum)  since  1956.  Adverse  weather  caused 
1974  production  to  be  19  pjercent  below  that  of  the  previous  year.  The  1974 
shortfall  was  especially  serious  because  U.S.  grain  stocks  were  already  much 
below  customary  levels. 

An  unexpjectedly  large  response  to  high  grain  prices  by  livestock  pro¬ 
ducers  resulted  in  a  larger  decline  in  feed  use  in  1975  than  had  been  antici¬ 
pated  in  late  1974.  Farmers  economized  on  feed  use  by  selling  cows  and 
calves,  fattening  fewer  cattle  and  hogs  on  grain,  adjusting  livestock 
rations,  and  marketing  cattle  at  lower  weights.  The  resulting  reduction  in 
feed  demand  contributed  to  a  decline  in  feed  grain  prices  of  approximately 
20  pjercent  between  the  fourth  quarter  of  1974  and  the  second  quarter  of 
1975.  At  the  same  time,  the  liquidation  of  cattle  inventories  increased  beef 
supplies.  Declines  in  the  hrst  quarter  of  1975  in  both  crop  and  livestock 
prices  brought  about  a  sharp  decline  in  the  net  income  of  farm  opjerators  and 
reduced  the  rate  of  increase  in  retail  food  prices.  These  developments  helpjed 
to  bring  about  the  ending,  early  in  March,  of  a  system  under  which  exporters 
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reported  planned  large  sales  of  grains  and  soybeans  to  the  Department  of 
Agriculture  for  approval  prior  to  finalizing  such  sales.  Monitoring  of  exp>ort 
sales,  however,  was  continued. 

In  the  second  half  of  1975  price  consequences  of  reduced  feed  supplies 
were  passed  through  to  consumers  as  supplies  of  most  livestock  and  livestock 
products  declined.  Decreased  slaughter  of  hogs  led  to  record  hog  and  fKjrk 
prices.  Consumption  of  pork  per  capita  fell  to  the  lowest  level  since  the  1930s. 
Prices  of  wholesale  dairy  products  increased  sharply  following  a  small  decline 
in  milk  production.  While  cattle  slaughter  remained  high  because  of  heavy 
marketing  of  cows  and  other  cattle  not  fattened  on  grain,  steer  and  beef 
prices  rose  well  above  first  half  and  year-earlier  averages  because  of  strong 
demand.  These  events,  together  with  increased  grain  prices  as  the  Soviet 
Union  entered  world  grain  markets,  generated  higher  retail  food  prices  and 
improved  farm  incomes.  Net  farm  income  (including  inventory  change) 
rose  from  a  $20.7-billion  annual  rate  in  the  first  quarter  to  an  average  $27.3- 
billion  annual  rate  for  the  remaining  3  quarters.  The  resulting  $26.0- 
billion  net  income  for  all  of  1975  is  less  than  1  percent  below  that  of  1974, 
and  it  is  the  third  highest  on  record. 

THE  SOVIET  GRAIN  SHORTFALL 

When  the  rumored  decrease  in  grain  harvests  in  the  U.S.S.R.  was  con¬ 
firmed  by  large  Soviet  purchases  in  early  July,  world  prices  of  wheat,  feed 
grains,  and  soybeans  increased  rapidly.  During  the  month  beginning  July  7, 
prices  of  U.S.  new  crop  futures  increased  28  percent  for  wheat,  26  percent 
for  com,  and  25  percent  for  soybeans.  Grain  sales  from  the  United  States  to 
the  Soviet  Union  in  July  totaled  about  10  million  metric  tons,  four  times  the 
quantity  sold  in  the  preceding  fiscal  year.  The  combination  of  the  surge  in 
Soviet  demand,  reduced  crop  prospects  in  both  Eastern  and  Western 
Europe,  low  U.S.  carryover  stocks,  and  the  difficulty  of  knowing  how  the 
U.S.  com  and  soybean  harvest  would  be  affected  by  the  drought  in  the 
western  Com  Belt  created  an  extremely  uncertain  price  situation.  Because  of 
questions  regarding  the  size  of  further  Soviet  purchases,  with  their  potentially 
disruptive  consequences  given  the  uncertain  supply  situation,  a  temporary 
suspension  of  further  U.S.  grain  sales  to  the  U.S.S.R.  was  announced  by  the 
Secretary  of  Agriculture  on  August  1 1, 1975. 

Under  unrestricted  market  conditions  the  suspension  of  U.S.  sales  to  the 
U.S.S.R.  should  have  had  only  transient,  if  any,  effects  on  grain  prices.  The 
Soviets  would  simply  have  shifted  their  demands  to  other  countries,  and 
U.S.  sales  to  the  U.S.S.R.  would  have  been  replaced  by  sales  to  other  im¬ 
porting  countries  at  the  same  world  and  U.S.  prices  as  if  the  suspension  had 
not  been  imposed.  Supply  conditions  and  restrictions  in  other  important 
grain-exporting  countries,  however,  limited  the  extent  to  which  Soviet  de¬ 
mands  could  be  shifted.  Even  so,  a  hold  was  placed  on  sales  to  Poland  during 
September  to  help  prevent  Soviet  demands  on  world  markets  from  being 
transmitted  to  the  United  States  indirectly. 
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As  it  turned  out,  U.S.  grain  prices  p)eaked  during  August  soon  after  the  sus¬ 
pension  of  sales  to  the  Soviets.  In  October,  when  it  had  become  clear  that 
there  would  be  bumper  U.S.  crops  of  feed  grains  as  well  as  wheat,  addi¬ 
tional  sales  to  the  U.S.S.R.  from  1975  grain  crops  of  up  to  7  million  metric 
tons  through  September  30,  1976,  were  permitted  without  further  consulta¬ 
tion  with  the  U.S.  Government.  Through  the  end  of  the  year  2.7  million 
more  tons  of  corn,  but  no  additional  wheat,  were  sold  to  the  Soviet  Union. 
Despite  the  fact  that  estimates  of  the  Soviet  grain  harvest  in  1975  were 
further  reduced  in  December  (to  137  million  metric  tons,  36  percent  below 
target  production),  purchases  of  grain  by  the  U.S.S.R.  have  been  less  than 
they  were  generally  expected  to  be  in  October.  The  smaller  than  expected 
sales  may  be  attributable  to  constraints  on  grain  imports  caused  by  Soviet 
port  and  handling  capacity.  In  any  event,  the  absence  of  strong  demand, 
together  with  excellent  world  rice  and  good  Southern  Hemisphere  grain 
prospects,  led  to  a  substantial  decline  in  grain  prices.  From  their  August 
peaks  to  the  end  of  1975,  the  March  1976  futures  prices  of  wheat  and  corn 
declined  30  percent  and  22  percent  respectively. 

At  the  time  that  sales  to  the  U.S.S.R.  were  reopened,  a  5-year  agreement 
for  the  purchase  of  U.S.  com  and  wheat  was  announced.  The  intention  of 
this  agreement  is  to  eliminate  the  erratic  fluctuations  that  have  character¬ 
ized  past  Soviet  purchases  from  the  United  States  (Table  27).  The  agree¬ 
ment  specifies  that  the  Soviet  Union  will  purchase  at  least  6  million  metric 
tons  of  corn  and  wheat  in  each  of  the  next  5  years.  The  United  States  reserves 
the  right,  however,  to  limit  Soviet  purchases  to  8  million  tons  in  any  year  ■ 
and  to  reduce  purchases  below  6  million  tons  if  estimated  U.S.  production 
plus  carryover  stocks  of  wheat  and  feed  grains  fall  below  225  million  tons 
in  any  given  year,  a  level  which  would  be  41  million  tons  less  than  the  large  ^ 

1975  supply  and  1  million  tons  below  the  sharply  reduced  1974  level.  The  | 
agreement  is  unlikely  to  generate  significant  net  additions  to  the  demand  1 
for  U.S.  grain  because  the  Soviets  can  resell  or  store  any  of  the  required  6  mil¬ 
lion  metric  tons  not  needed  for  domestic  use.  Soviet  storage,  however,  would 
help  achieve  the  objective  of  smoothing  out  demands  on  world  grain  markets,  j 


Table  27. — U.S.  grain  exports  to  the  U.S.S.R.,  fiscal  years  1971-76 


U.S.  grain  exports  to  U.S.S.R. 

U.S.  grain 
exports  to 
U.S.S.R.  as 

Fiscal  year 

ToUl 

grains 

Wheat  and 
rye 

Fe«d 

grains 

percent  of 
total  U.S. 
grain 
exports 

Millions  of  metric  tons 

1971 . 

■n 

0 

1972 . 

S 

1973 . 

20 

1974 . 

11 

1975 . 

1.3 

4 

1976  « . 

13.1 

9.7 

i  Fiscal  1976  export  commitments  as  of  January  4, 1976. 
Source:  Department  of  Agriculture. 
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CHAPTER  3 

Income  Security  and  Health  Issues 

The  federal  government,  over  the  years,  has  undertaken 
and  expanded  a  wide  range  of  programs  in  pursuit  of  social  objec¬ 
tives  related  to  the  health  and  welfare  of  society.  Many  have  benefited 
from  the  programs.  The  elderly  have  gained  a  measure  of  income  security. 
Low-income  families  have  been  able  to  supplement  their  purchasing  power 
with  food  stamps  and  public  assistance.  The  poor,  aged,  and  disabled  have 
improved  their  access  to  medical  care.  However,  the  growing  scope  and  cost 
of  these  programs  have  begun  to  attract  serious  analysis  cf  their  impact  on 
the  allocation  of  resources,  the  distribution  of  income,  and  the  general  well¬ 
being  of  the  public.  This  chapter  brings  together  analyses  measuring  the 
effects  and  identifying  the  problems  of  a  number  of  Federal  income  security 
and  medical  care  programs. 

The  first  section  considers  several  welfare  and  social  insurance  programs 
which  provide  income  security  to  the  poor,  the  retired,  and  the  unemployed. 
In  the  second  section  we  examine  several  government  programs  related  to 
medical  care.  Although  these  are  also  income  security  programs,  the  role  of 
the  government  in  this  area  is  broader  and  more  complex.  Thus  medical 
care  is  the  subject  of  a  sep>arate  section. 

This  chapter  relies  heavily  on  the  research  of  economists  and  statisticians 
employed  in  government,  universities,  and  private  nonprofit  research  firms. 
Although  the  p>olicy  of  not  citing  individual  authors  or  research  pajsers  in  the 
Economic  Report  of  the  President  is  being  continued,  documentation  may 
be  helpful.  Therefore,  on  request,  the  Council  of  Economic  Advisers  will 
send  interested  readers  a  bibliography  of  the  external  sources  used  for  the 
preparation  of  this  chapter. 

INCOME  SECURITY  PROGRAMS 

Income  security  programs  redistribute  income  in  cash  or  in  kind  to  indi¬ 
viduals  and  families.  Some  may  have  the  effect  of  increasing  future  earn¬ 
ing  potential,  but  that  is  not  their  primary  purpose.  The  Federal  programs 
having  that  purpose,  such  as  those  for  schooling,  job  training,  and  rehabili¬ 
tation,  are  not  considered  in  this  chapter. 

Income  security  programs  have  been  a  major  factor  in  the  growth  of 
the  Federal  budget.  As  classified  in  the  national  income  accounts  (NIA), 
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Federal  transfer  payments  to  persons  (excluding  Federal  pensions  for  mili¬ 
tary  and  civilian  Government  employees  and  for  veterans  and  railroad 
workers)  amounted  to  $120  billion  in  1975,  34  percent  of  Federal  expendi¬ 
tures.  As  a  source  of  income  to  persons,  Federal,  State,  and  local  govern¬ 
ment  transfers  (again  excluding  all  the  above  items  and  their  State  counter¬ 
parts)  accounted  for  13  percent  of  disposable  personal  income.  The 
magnitude  of  income  transfers  in  1975  was,  of  course,  unusually  high  because 
of  the  recession,  during  which  earnings  were  depressed  and  the  cyclically  re¬ 
sponsive  transfers  high.  But  even  in  1973  net  Federal  transfers  were  28  percent 
of  Government  expenditures  and  net  Federal,  State,  and  local  transfers  10 
percent  of  disposable  personal  income.  This  represents  a  substantial  growth 
from  the  middle  1950s.  In  1957  these  percentages  were  14  percent  and  5 
percent  respectively. 

Although  all  the  income  security  programs  involve  the  redistribution  of 
income,  they  differ  considerably  in  their  specific  goals,  the  p>eople  they  serve, 
and  their  sources  of  funds  (Table  28).  Some  programs  are  related  to  need 
and  provide  or  supplement  income  so  that  particular  groups  may  attain 
a  higher  level  of  purchasing  power — supplemental  security  income  (SSI) 
and  aid  to  families  with  dependent  children  (AFDC).  Others  attempt  to 
ensure  an  adequate  or  more  nearly  equal  level  of  consumption  of  particular 


Table  28. — Aspects  of  selected  Federal  income  security  programs 


Fiscal  1975 

Profram 

Basis  of 
aliiibility 

Sourc*  of  funds 

1 

Form  of  aid 

Expen- 
dHuras  * 
(billions 
of 

dollars) 

1 

Banefi- 

ciarios 

(monthly 

average; 

minions) 

OmSOI 

Age,  disability, 
or  death  of  par¬ 
ent  or  spouse 
Individual  earn¬ 
ings 

Federal  payroll 
taxes  on  em¬ 
ployers  and 
employees 

Cash 

62.6 

30.9 

Supplomontal  security 
income  (SSI) 

Age  or  disability 
Income 

Federal  revenues 

Cash 

5.5 

4.0 

AFDC« 

Certain  families 
with  children  > 
Income 

Fedoral-State- 
local  revenues 

Cosh  and 
strvtcts 

8.6 

11.1 

Food  stamp 

Income 

Federal  revenues 

Vouchers 

4.4 

17.1 

Unemploymont  compensation 

Unemployment 

State  and  Federal 
payroll  tax  on 
employers 

Cash 

13.0 

16.0 

Medicare 

Age  or  disability 

Federal  payroll  tax 
on  employers 
and  emptoyoes 

Subsidized 
health  in- 
suranca 

14.1 

•  24.7 

Medicaid 

Persons  Migibla 
for  AFDC,  or 

SSI  and  modi- 
caljy  indigent 

Fadaral-State- 
local  revenues 

Subsidized  health 
services 

13.0 

8.3 

I  Exp^iturcs  by  Fadcrtl  and  Stata  and  local  govarnmonta;  oxcludoa  administrativa  axpansot.  I 

*  Families  with  children  deprived  of  support  because  of  doath,  absance  from  homo,  or  incapacity  of  parent,  or  in  some  I 

States,  in  certain  circumstances,  unemployment  of  father  (AFDC-UF).  ! 

*  Estimated  number  of  enrolloes.  | 

Sourco:  Council  of  Economic  Advisers  (based  on  profram  information).  I 
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goods  or  services  that  are  considered  essential.  Thus  some  programs  supple¬ 
ment  income  with  in-kind  transfers  of  food,  medical  care,  or  housing.  An¬ 
other  category  of  programs  is  not  directly  based  on  need  but  replaces  a 
proportion  of  wages  lost  as  a  result  of  retirement,  disability,  death,  or  unem¬ 
ployment.  Included  in  this  group  are  the  unemployment  insurance  programs 
and  the  largest  of  all  income  transfer  programs — old-age,  survivors,  and 
disability  insurance  (OASDI),  commonly  referred  to  as  social  security. 

The  sources  of  funds  and  administration  of  the  programs  differ.  Social 
security  is  entirely  federally  funded  and  administered.  The  funding  and 
regulations  in  the  food  stamp  program  are  Federal,  but  the  regulations  are 
implemented  by  the  States.  AFDC  is  funded  by  the  Federal  Ck)vernment 
and  the  States,  but  is  largely  State  administered.  There  are,  in  addition, 
some  programs  not  considered  in  this  chapter  that  are  State  funded  and 
administered,  in  particular  general  assistance  and  emergency  assistance. 

Forty  years  ago  there  were  virtually  no  Federal  income  security  pro¬ 
grams.  The  programs  that  have  since  been  introduced  have  expanded  in 
number;  coverage  has  been  extended  to  additional  groups  in  the  population; 
and  real  benefit  levels  have  increased.  As  a  result  of  the  program  growth,  a 
substantial  proportion  of  the  needy  have  been  able  to  improve  their  level  of 
consumption. 

It  has,  however,  been  difficult  to  measure  the  precise  contribution  of 
the  programs  to  reducing  poverty.  Many  of  the  programs  provide  benefits 
in  the  form  of  medical  care,  food,  or  other  in-kind  services  whose  value  to 
the  recipient  is  not  easy  to  determine.  For  this  reason  in-kind  benefits  are  not 
counted  as  income  for  pmrposes  of  determining  poverty  status  or  for  purposes 
of  determining  eligibility  for  other  programs.  However,  in  1974,  Federal, 
State,  and  local  spending  on  medicaid,  food  stamps,  and  child  nutrition 
programs  came  to  $16.8  billion.  These  programs  are  not  intended  exclusively 
for  those  in  poverty,  although  they  are  means  tested  and  taigeted  to  lower- 
income  people.  The  combined  outlays  for  these  programs,  however,  were 
equivalent  to  about  118  percent  of  the  gap  between  the  aggregate  incomes 
of  those  below  the  poverty  threshold  and  what  their  incomes  would  be  at 
the  pwverty  threshold.  This  figure  is  raised  to  130  percent  if  Federal  sub¬ 
sidies  for  public  housing  and  rentals  are  included.  The  Bureau  of  the  Census 
has  recently  started  collecting  data  on  the  Federal  food  stamp  subsidy  re¬ 
ceived  by  different  families  in  the  population.  But  additional  work  is  needed 
before  we  can  fully  evaluate  the  contribution  of  the  in-kind  programs  to  the 
poor  and  their  effects  on  the  overall  distribution  of  income. 

It  would  appear  that  we  have  made  substantial  progress  in  providing  re¬ 
sources  to  those  in  need.  We  are  now  in  the  process  of  evaluating  our  pro¬ 
grams  with  respect  to  how  they  have  affected  individuals  and  how  equitably 
they  have  distributed  benefits.  For  some  of  the  programs  new  Federal  legis¬ 
lation  is  proposed,  such  as  in  food  stamp  and  social  security  financing. 
Other  long-run  problems  do  not  have  easy  solution^  at  this  time,  nor  do  we 
even  have  all  of  the  evidence  necessary  to  propose  alternative  solutions. 
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This  section  discusses  four  inc(»ne  security  programs,  two  oi  which  are 
means  tested  (AFDC  and  food  stamps)  and  two  of  which  are  social 
insurance  programs  (unemployment  compensatitm  and  social  security). 
Other  programs  suc^i  as  supplemental  security  income,  housing  subsidies, 
and  veterans’  benefits  are  not  discussed. 

AID  TO  FAMILIES  WITH  DEPENDENT  CHILDREN 

The  AFDC  program  is  administered  by  the  States  with  Federal  guidance, 
while  funding  is  shared  by  the  Federal  Government  and  the  States.  In  some 
States  a  part  of  the  State  portion  is  funded  by  local  governments.  Benefits 
are  provided  to  families  in  which  dep>endent  children  are  deprived  of  the 
support  of  a  parent,  usually  the  father,  through  deadi,  disability,  or  absence. 
In  26  States,  benefits  are  also  available  under  some  circumstances  if  the 
father  is  present  but  unemployed. 

Benefit  Levels  and  Participation 

The  level  of  income  now  available  to  AFDC  families,  although  low  com¬ 
pared  to  that  of  the  average  family,  is  high  relative  to  the  potential  earnings 
of  AFDC  participants.  For  example,  in  a  sample  of  100  representative  coun¬ 
ties  in  1972,  a  hypothetical  AFDC  family  of  four  (consisting  of  a  woman  and 
three  children)  with  no  earnings  or  other  income  was  eligible  for  an  average 
of  $2,947  in  AFDC  benefits  and  $884  in  food  benefits.  Since  benefits  are  not 
taxed,  this  would  be  equivalent  to  $4,104  in  taxable  earnings  if  the  families 
viewed  the  food  benefits  as  equal  to  the  same  amount  of  cash.  There  were  also 
medical  care  services  availaUe  for  virtually  all  AFDC  participamts.  Althou^ 
the  average  medicaid  payment  p>er  AFDC  family  was  $770,  a  low-income 
family  might  not  value  such  care  at  that  amount.  Adding  only  $400  for 
medicaid  results  in  a  taxable  equivalent  income  of  about  $4,550.  This  does 
not  include  any  housing  subsidies  or  child  care  services  that  might  have 
been  received,  but  does  include  greater  benefits  than  would  have  been  re¬ 
ceived  if  the  family  had  earnings  or  other  income.  Moreover,  as  with  all 
averages,  these  data  mask  considerable  variation  among  States.  Thus  in 
1972,  63  percent  of  the  poor  lived  in  counties  where  AFDC  cash  benefits 
and  food  benefits  were  $3,000-$5,000  a  year  (before  taxes)  for  a  family  of 
four  with  no  private  income;  but  32  percent  were  in  counties  providing 
$l,500-$3,000  in  benefits,  and  5  percent  in  counties  providing  over  $5,000 
in  benefits. 

Since  1972,  AFDC  and  food  program  benefit  levels  have  increased.  In¬ 
corporating  increases  in  benefits  for  these  programs  and  retaining  the  same 
medicaid  benefits  results  in  an  equivalent  taxable  income  of  $5,348  in  1974 
and  $5,815  in  1975  for  the  hypothetical  female-headed  family  considered 
above.  This  is  not  high  compared  to  the  median  income  of  all  families, 
which  was  $12,836  in  1974.  But  on  the  whole  these  benefit  levels  compare 
favorably  with  what  many  women  earn.  In  1974,  women  with  the  same 
level  of  education  as  those  on  AFDC,  but  who  worited  full  time,  year  round, 
earned  $6,175. 
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As  indicated  in  Table  29,  the  number  of  families  in  the  AFDC  prt^ram 
has  increased  substantially  over  time,  with  the  sharpest  rise  between  1965 
and  1971  when  the  number  of  AFDC  families  almost  tripled.  Several  com¬ 
plex  factors  seem  to  have  contributed  to  the  program’s  growth.  First,  infor¬ 
mation  about  the  program  became  widespread,  in  part  because  of  the  efforts 
of  various  organizations  concerned  with  poverty.  In  addition,  participation 
in  the  program  was  facilitated  by  changes  which  raised  the  income  eligibility 
standards  and  liberalized  other  provisions  for  eligibility  (e.g.,  residence  re¬ 
quirements)  .  As  a  result,  the  proportion  of  families  eligible  for  the  program 
increased,  as  did  the  propx)rtion  of  applicants  accepted.  The  rising  level  of 
benefits  also  made  p>articipation  more  attractive.  Between  1965  and  1971, 
AFDC  payments  per  recipient,  adjusted  for  changes  in  the  consumer  price 
index  (CPI),  increased  by  22  percent,  comjjared  with  the  10  percent  in¬ 
crease  in  hourly  earnings  (deflated  by  the  CPI)  over  the  same  period.  The 
introduction  of  medicaid  in  1966  and  the  growing  availability  of  food  stamps 
after  1965  also  added  to  the  benefits  that  could  be  obtained,  particularly 
since  AFDC  families  gain  automatic  eligibility  for  these  additional  benefits. 

After  1971  the  rate  of  increase  in  the  number  of  AFDC  families  slowed 
as  a  result  of  several  factors.  No  substantial  gains  could  be  achieved  from  the 
spread  of  information,  which  was  already  widely  disseminated  by  the  early 
1970s.  There  was  a  slower  rate  of  increase  in  the  combination  of  real  cash 
and  in-kind  benefits  available  to  AFDC  participants.  In  addition  the 
liberalization  of  eligibility  provisions  that  occurred  in  the  1960s  appiears  to 
have  ended.  A  few  States,  including  California  and  Michigan,  have  insti¬ 
tuted  programs  to  locate  absent  parents  who  are  liable  for  a  child’s  support. 


Table  29. — AFDC  families,  recipients,  and  cash  payments,  selected  years,  1950-75 


Year 

AFDC 

recipients 

(thousands) 

AFDC  families' 

AFDC  cash  paymenb 

Number 

(thousands) 

Percent  of 
all  female- 
headed 
families 
with 
children 

Annual 

tobi 

(millions 
of  current 
dollars) 

Monthly  a 
roci| 

Current 

dollars 

verage  par 

lanO 

December 
1974  dollars* 

1950 . 

2,233 

651 

51.3 

547 

21 

44 

1955 . 

2,192 

602 

32.2 

612 

24 

46 

1960 . 

3,073 

803 

38.3 

994 

28 

49 

1965 . 

4,396 

996 

40.2 

1,644 

33 

54 

1970 . 

9,659 

2,394 

81.8 

4,857 

50 

65 

1971 . 

10,653 

2.783 

82.7 

6,230 

52 

66 

1972 . 

11,065 

83.5 

7,020 

54 

66 

1973 . 

10, 815 

3,068 

80.8 

7,292 

57 

64 

1974 . 

3,219 

78.9 

7, 991 

66 

66 

1975 . 

11,300 

3,395 

77.1 

71 

68 

■  Exclude  families  with  unemployed  fathers.  The  number  of  AFDC  families  is  for  December  of  each  year  except  1975 
which  is  for  September.  The  percents  are  based  on  the  number  of  female-headed  families  in  March  of  each  year  except 
for  1955,  which  refers  to  April. 

>  Data  are  for  December  of  each  year  except  1975  which  are  for  September. 

$  *  Deflated  by  the  consumer  price  index. 

Note.— AFDC  refers  to  the  "aid  to  families  with  dependent  children"  profram. 

Sources:  Department  of  Health,  Education,  and  Welfare  and  Department  of  Comnwrce  (Bureau  of  the  Census). 
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(This  type  of  program  is  to  be  made  nationwide  by  the  summer  of  1976 
under  the  Child  Support  Program  enacted  in  1975.) 

Since  the  early  19G0s  there  has  been  a  rapid  increase  in  families  headed 
by  a  woman  with  children.  It  is  possible  that  the  rising  benefit  levels  and 
more  liberal  standards  of  eligibility  in  the  AFDC  program  made  it  easier  for 
women  to  form  their  own  households.  Studies  have  found  that  women  tend 
to  form  their  own  households  when  their  earnings  opportunities  improve, 
while  some  respond  in  a  similar  fashion  to  increases  in  the  AFDC  stipend. 
However,  AFDC  provides  an  additional  incentive  for  women  to  remain 
family  heads,  since  eligibility  for  AFDC  is  conditional  upon  the  absence  of  a 
husband.  This  may  help  explain  why  women  on  welfare  have  been  observed 
to  be  about  half  as  likely  to  remarry  within  a  4-year  period  as  all  women 
heading  families  with  children. 

Work  Incentives 

In  response  to  the  rapid  growth  in  the  AFDC  program  various  measures 
were  taken  to  encourage  AFDC  mothers  to  work  and  to  become  self- 
supporting.  Starting  in  the  early  1960s,  training  was  made  available  and 
pecuniary  incentives  were  granted  through  a  modification  in  the  reduction  in 
benefits  that  occurred  when  an  AFDC  participant  worked.  Prior  to  this  time, 
in  many  States,  a  dollar  of  benefits  was  lost  for  each  dollar  earned — a  100 
percent  marginal  tax  rate  on  benefits. 

The  Work  Incentive  Program  (WIN) ,  a  result  of  the  1%7  Social  Security 
•Amendments,  further  modified  the  implicit  marginal  tax  rate — the  amount 
by  which  benefits  would  be  reduced  when  earnings  increased — by  providing 
that  the  first  $30  of  monthly  inc<xne  (net  of  work-related  expenses)  be  dis¬ 
regarded,  after  which  cash  benefits  were  to  be  reduced  by  67  cents  for  each 
additional  dollar  earned.  Some  States,  however,  allow  a  monthly  income 
disregard  greater  than  $30,  and  there  is  also  considerable  variation  between 
States  in  allowable  deductions  for  work-related  expenses.  For  these  reasons 
marginal  tax  rates  are  discontinuous  as  income  rises  and  vary  substantially 
between  States.  On  average,  however,  the  effective  tax  on  AFDC  cash  bene¬ 
fits  appears  to  be  considerably  below  67  percent,  and  even  after  taking 
account  of  additional  in-kind  benefits,  the  tax  on  total  benefits  has  fallen 
below  that  of  the  pre-WIN  era.  By  1972  the  study  of  100  counties  noted 
above  indicated  that  an  AFDC  family  consisting  of  a  mother  with  three 
children  could  retain,  in  terms  of  a  gross  taxable  equivalent,  $3,236  in  basic 
AFDC  and  food  stamp  benefits  out  of  a  potential  basic  benefit  of  $4,104, 
if  the  mother’s  earnings  were  as  much  as  $3,200  for  the  year,  an  implicit 
average  tax  rate  on  benefits  of  27  percent.  If  she  earned  another  $800,  she 
would  lose  $431  in  benefits,  a  54  percent  marginal  tax  rate. 

Additional  measures  to  encourage  work  among  AFDC  recipients  were  in¬ 
troduced  as  a  result  of  legislation  implemented  in  June  1972.  This  program, 
known  as  WIN  II,  requires  all  employable  AFDC  recipients  to  register  for 
training  or  placement  services  as  a  condition  for  receiving  welfare  payments. 
AFDC  recipients  aged  16  or  more  who  are  neither  disabled  nor  students 
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under  21  years,  and  women  who  do  not  have  a  child  under  6  years  are  gen¬ 
erally  classified  as  employable.  WIN  II  provides  child  care  services  for 
trainees  as  well  as  training,  employment  placement  services,  employer  sub¬ 
sidies,  and  public  employment.  The  WIN  II  program  costs  were  about 
$314  million  in  fiscal  1975. 

The  effect  on  employment  of  the  various  work  incentive  programs 
appears  to  be  very  slight,  although  a  full  evaluation  has  not  been  made. 
Periodic  surveys  of  mothers  in  the  AFDC  program  have  shown  that  the  per¬ 
centage  who  were  employed  fluctuated  between  15  and  16  percent  from 
1961  to  1973  (the  latest  available  data),  although  the  proportion  employed 
full  time  as  opposed  to  part  time  has  increased.  These  are  low  rates  of  em¬ 
ployment  compared  to  those  for  all  women  with  children,  of  whom  41  per¬ 
cent  were  employed  in  1973.  The  percentage  of  all  AFDC  mothers  who  were 
in  the  labor  force,  but  unemployed,  jumped  from  5.7  percent  in  1971  to  1 1.5 
percent  in  1973  even  though  1973  was  a  year  of  lower  unemployment  for 
the  population  as  a  whole.  This  increase  in  reported  unemployment,  which 
resulted  from  a  change  in  status  from  outside  the  labor  force  to  unemployed, 
appears  to  be  related  to  the  provisions  of  WIN  II  requiring  registration  for 
job  placement  or  training. 

The  weak  response  to  the  work  incentives  introduced  over  time  is  likely  to 
have  been  the  net  result  of  different  and  offsetting  factors.  There  is  evidence 
that  AFDC  mothers  respond  to  changes  in  beneht  tax  rates :  holding  beneht 
levels  and  labor  market  conditions  constant,  employment  rates  are  higher 
in  States  where  the  effective  beneht  tax  rate  is  lower.  But  the  effect  is  not 
very  strong.  It  is  estimated  that,  holding  other  things  constant,  even  with 
an  effective  tax  rate  on  benehts  of  zero,  the  percentage  of  the  current  popu¬ 
lation  of  AFDC  mothers  who  would  work  is  unlikely  to  exceed  25  percent, 
compared  to  the  16  percent  employed  in  1973.  However,  beneht  levels  were 
not  held  constant  during  the  late  1960s.  While  the  effective  tax  rate  was 
being  reduced,  rapidly  rising  cash  and  in-kind  benehts  were  increasing  the 
income  level  available  to  AFDC  participants  who  did  not  work.  It  appears 
that  the  negative  effect  of  these  rising  real  benehts  on  employment  almost 
completely  offset  the  positive  effect  of  lower  marginal  tax  rates. 

An  increase  in  employment,  it  may  be  noted,  would  not  necessarily  lead  to 
a  reduction  in  AFDC  participation,  since  liberalized  marginal  tax  rates  make 
it  possible  to  remain  on  AFDC  with  fairly  high  earnings.  The  shift  to  more 
full-time  employment  among  AFDC  mothers  does  suggest  that  some  AFDC 
participants,  possibly  those  with  higher  earnings  opportunities,  did  increase 
their  work  effort  and  remained  in  the  program  after  an  increase  in  worit 
effort,  in  response  to  the  lowered  tax  rates  on  earned  income.  On  the  other 
hand,  a  substantial  proportion  of  AFDC  mothers,  either  coming  into  the 
program  or  already  there,  may  have  decreased  their  work  activities.  Indeed, 
there  is  evidence  that  during  the  period  of  increasing  work  incentives,  1%7 
to  1970,  the  largest  increases  in  female  heads  of  families  who  were  econom¬ 
ically  eligible  for  AFDC  were  among  those  with  no  earnings  and  those  with 
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earnings  above  $2,000,  with  virtually  no  increase  among  families  in  the 
$0-$2,000  range. 

The  generally  weak  work  attachment  of  AFDC  mothers  would  appear 
to  be  related  to  factors  which  contribute  to  their  being  on  AFDC  in  the 
first  place.  One  factor  is  their  low  level  of  education — in  1973  only  33 
percent  were  at  least  high  school  graduates,  compared  to  71  piercent  for 
women  15  to  44  years  old  with  children.  Studies  have  also  found  a  hi^er 
incidence  of  physical  and  mental  disabilities  among  women  on  AFDC  com¬ 
pared  to  all  women.  Thus  as  indicated  above,  ccmsidering  taxes,  child  care, 
and  other  work-related  expenses,  an  unskilled  woman  with  two  or  more 
children  may  well  find  that  the  cash  and  in-kind  benefits  available  through 
AFDC  provide  her  with  nearly  as  large  an  income  as  work. 

Several  aspects  of  the  AFDC  program  have  led  to  concern,  including  the 
uneven  treatment  of  single-parent  and  intact  families.  Some  of  the  dis¬ 
parities  between  States  in  AFDC  benefit  levels  and  between  single-parent 
and  intact  families  are  mitigated  by  the  food  stamp  program,  which  is  avail¬ 
able  in  all  areas  and  to  all  families.  Because  the  same  schedule  determining 
benefits  applies  to  all  localities,  low-income  families  entitled  to  smaller  or 
no  AFDC  benefits  as  a  consequence  of  their  State  of  residence  or  their 
family  composition  are  eligiUe  for  higher  food  stamp  benefits.  Because  the 
basic  benefit  level  provided  by  food  stamps  is  low  and  the  marginal  tax  rate 
on  benefits  is  low,  work  disincentives  from  the  food  stamp  program  alone 
are  probably  not  substantial. 

AFDC-UF 

The  AFDC  program  for  unemployed  fathers  (AFDC-UF)  provides  aid 
to  intact  families  with  a  nondisabled  father  who  is  unemployed,  as  long  as 
other  conditions  of  AFDC  eligibility  are  satisfied.  In  the  26  States  which 
have  elected  to  participate,  the  father  must  have  been  unemployed  for  at 
least  30  days,  have  had  sufficient  work  experience  to  satisfy  a  minimum 
requirement,  be  seeking  and  available  for  work,  and  be  unemployed  or 
working  less  than  100  hours  per  month.  In  addition,  until  a  June  1975 
Supreme  Court  decision,  a  family  was  categorically  ineligible  for  AFDC-UF 
benefits  if  the  father  was  eligible  for  benefits  under  a  Federal  or  State 
unemployment  compensation  program.  Most  of  the  approximately 
100,000  {>articipating  fathers  in  1974  and  1975  had  exhausted  their  un¬ 
employment  compensation  benefit  entidement  or  were  in  an  uncovered 
sector. 

In  July  1975,  113,000  families  received  AFDC-UF  benefits  and  an  aver¬ 
age  monthly  cash  benefit  per  family  of  $311,  in  additkm  to  categorical 
eligibility  for  food  stamps  and  medicaid  benefits  for  dependent  family  mem¬ 
bers.  There  is  no  limit  on  the  duration  of  AFDC-UF  benefits.  The  average 
AFDC-UF  cash  benefits  are  about  the  same  as  the  average  monthly  bene¬ 
fit  to  a  worker  under  unemployment  ccmipensation ;  but  for  low-wage 
fathers,  particularly  in  families  with  several  children  and  no  other  income. 


100 


AFDC-UF  benefits  could  be  substantially  greater  than  unemployment 
compensation. 

The  June  1975  decision  can  be  exjjected  to  increase  AFDC-UF  partici¬ 
pation.  This  may  create  problems  because  of  the  potential  work  disincen¬ 
tives  for  low-income,  intact  families.  In  addition,  some  of  the  cost  of  unem¬ 
ployment  will  be  shifted  from  the  employer-financed  trust  funds  to  gen¬ 
eral  Federal  and  State  revenues.  However,  the  opportunity  for  this  aid  does 
provide  more  ample  income  maintenance  for  more  low-income,  intact 
families. 

FOOD  PROGRAMS 

Concern  about  hunger  or  inadequate  nutrition  has  led  to  the  development 
of  an  array  of  programs  which  supplement  income  by  providing  either  meals 
or  vouchers  to  buy  food.  Benefits  from  these  programs  are  not  counted  as 
income  either  by  the  Bureau  of  the  Census  in  its  income  and  poverty  sta¬ 
tistics,  or  in  determining  eligibility  for  other  income  maintenance  programs. 
Spending  on  the  major  food  programs  has  increased  from  $365  million  in 
1960  to  about  $6.4  billion  in  1975,  with  the  most  rapid  increases  occurring 
since  1970  (Table  30) . 

Food  Stamps 

The  food  stamp  program  is  the  largest  of  these  programs.  It  was  set  up  in 
1964  as  an  alternative  to  the  direct  distribution  of  surplus  food  commodities. 
The  stated  intention  was  to  provide  for  “improved  levels  of  nutrition  among 
economically  needy  households.”  Because  of  the  difficulties  in  estimating 
nutritional  levels,  the  effect  of  the  program  on  the  health  of  the  poor  has  not 
been  established.  Food  stamps  have,  however,  become  an  important  part  of 
our  income  maintenance  system. 

In  fiscal  1965  the  food  stamp  and  food  distribution  programs  together 
served  a  monthly  average  of  6.2  million  people  at  a  total  Federal  cost  of  $262 
million,  or  a  cost  per  participant  of  $41.  By  calendar  1975,  the  food  stamp 
program  alone  served  a  monthly  averj^e  (rf  close  to  19  million  Americans 
at  a  total  Federal  expenditure  of  about  $5  billion  and  a  subsidy  per  [>ar- 
ticipant  of  $270.  A  major  factor  in  the  growth  of  program  participation 
has  been  its  expansion  by  1975  to  all  counties  and  U.S.  territories. 

Eligibility  for  food  stamps  is  based  on  the  “net  income”  a  household 
exp>ects  to  receive  during  the  coming  month  (prospective  accounting).  A 
family’s  net  income  is  its  gross  income  less  Federal,  State,  and  local  income 
taxes,  social  security  taxes,  retirement  contributions,  and  union  dues.  Some 
other  allowable  deductions  are  medical  expenditures  exceeding  $10  a  month; 
child  care  when  needed  for  work ;  expenses  related  to  fire,  theft,  or  other  dis¬ 
asters;  educational  expenses  for  tuition  and  fees;  alimony,  rent,  and  utilities; 
and  mortgage  payments  above  30  percent  of  income  after  all  other  deductions 
have  been  subtracted.  A  household  is  excluded  if  it  has  liquid  assets  or  certain 
property  valued  at  $1,500  or  more.  The  asset  limitation  is  $3,000  for  house- 
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Table  30. — Ftdtral  food  programs,  sdocUd  fiscal  years,  1950-75 


Prafram 

Unit 

1950 

1960 

1965 

1970 

1974 

19751 

Food  diotrlbutioii  prafram  for  noady  fomiliat: 
Nambor  of  irarticlpoiita . 

MiHiona  > 

B 

B 

m 

4.1 

2.4 

0.3 

Fadaral  coot: 

ToUl . 

Milliona  of 

■i 

mm 

289 

36 

Par  partklpant. . 

doMara 

DolUra 

24 

14 

li 

70 

120 

Food  stamp  prairam: 

Milliona  > 

B 

4.3 

12.9 

17.1 

Fadaral  coat: 

Total . 

MiHiona  of 

imi 

imiii 

35 

550 

2,728 

4,396 

257 

doHara 

DoHars 

BB 

MB! 

76 

127 

212 

Natfonal  school  lunch  pracram: 

MiHiona  > 

1.6 

14.1 

18.7 

23.1 

25.0 

25.4 

Parcant 

34.1 

35.0 

39.2 

44.4 

48.7 

49.1 

Parcant 
Milliona  of 

3.4 

120 

3.5 

226 

3.9 

403 

m 

18.1 

1,377 

19.5 

1,702 

doHara 

Spacial  milk  prairam: 

Milliona  of 

8a3 

97.2 

61.4 

124.1 

doiiara 

School  braakfaat  prairam: 

536 

1.550 

2,000 

b.o 

MiHiona  of 

10.9 

70.1 

doltara 

Spacial  praachool  food  aarvica  prairam : 

93.4 

346.4 

440.0 

Milliona  of 

6.3 

30.0 

47.2 

doltera 

Spacial  aummar food  aarvica  profram: 

461.9 

1,415.2 

1,810.0 

MiHiona  of 

6.5 

36.1 

53.6 

dollars 

I  Preliminary  astimate. 

>  Monthly  avaraia. 

*  Daily  avaraia. 

Nota.— Fadaral  coat  axcludas  administrativa  axpanaas. 

Source:  Department  of  Africultum. 

holds  with  a  member  s^ed  60  years  or  more.  The  value  of  a  home,  a  car, 
and  any  other  personal  effects  is  not  considered  in  determining  eligibility. 

The  stampis  are  vouchers  which  can  be  used  to  purchase  most  food  items 
sold  in  grocery  stores.  The  stamp  allotment  for  a  family  is  based  on  the  current 
market  cost  of  the  foods  that  make  up  the  Thrifty  Food  Plan  developed  by 
the  Department  of  Agriculture  to  meet  their  nutritional  standards.  The 
cost  of  this  food  plan,  and  therefore  the  food  stamp  allotment,  is  equivalent 
to  about  80  percent  of  expenditures  made  by  the  average  U.S.  consumer  for 
food  at  home.  The  allotment  is  changed  twice  a  year  to  reflect  changes  in  the 
price  of  foods  that  make  up  the  food  plan.  The  p>ermissible  amount  of 
stamps  a  household  can  purchase  varies  with  the  number  of  household  mem¬ 
bers.  In  January  1976,  the  allotment  for  a  four-person  household  was  $166 
a  month  in  food  stamps. 

The  amount  a  household  pays  for  the  stamps  depends  on  its  net  monthly 
income.  The  difference  between  the  food  stamp  allotment  and  the  purchase 
price  is  the  “bonus”  or  Federal  subsidy.  Families  with  less  than  $30  net  in- 
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come  pay  nothing;  that  is,  their  bonus  is  equivalent  to  the  entire  food  stamp 
allotment.  Households  of  four  receiving  AFDC  or  SSI  are  automatically 
entitled  to  a  monthly  subsidy  of  at  least  $24  regardless  of  their  income. 

On  the  whole,  the  food  stamp  program  reaches  relatively  low-income 
households  (Table  31).  It  is  estimated  that  the  benefits  have  been  sufficient 
to  raise  the  mean  income  of  the  recipient  families  by  about  10  percent.  The 
food  stamp  program,  however,  has  been  criticized  because  it  provides  in¬ 
come  supplements  for  some  who  do  not  have  low  income,  and  because  it 
distributes  resources  in  a  way  that  many  consider  inequitable.  The  deduc¬ 
tions  allow  some  families  to  qualify  who  have  large  discretionary  exp)enditures 
on  items  such  as  housing,  education,  and  child  care,  while  other  families 
wth  the  same  income  but  with  different  consumption  patterns  for  deductible 
items  do  not  qualify. 

Another  important  inequity  follows  from  determining  eligibility  on  the 
basis  of  income  in  a  single  month.  As  a  result,  some  households  qualify  during 
a  portion  of  the  year,  although  their  income  over  the  year  as  a  whole  is 
sufficiently  high  to  exclude  them  by  any  comparable  annual  standard 
(Table  31 ) .  For  example,  while  only  1  percent  of  households  in  the  program 
had  a  monthly  income  of  $1,000  in  July  1975,  3  percent  had  annual  incomes 
of  $12,000  over  the  year  ending  in  July  1975. 

Because  of  the  1 -month  accounting  period,  the  food  stamp  program  pro¬ 
vides  benefits  to  both  the  long-term  poor  and  those  whose  incomes  are 
temporarily  low  because  of  unemployment,  sickness,  a  strike,  or  other  reasons. 
The  food  stamp  program  provides  countercyclical  income  maintenance  bene¬ 
fits  for  the  unemployed  and  participation  rises  with  seasonal  unemployment. 


Table  31. — Distribution  of  fooi  stamp  households  by  annual  and  monthly  income,  July  1974 
and  March  and  July  1975 


Income  class 

Percent  of  total  food  stamp 
households 

July  1974 

March  1975 

July  1975 

Annual  income  >: 

Total  food  stamp  households . 

100.0 

100.0 

100.0 

Less  than  16,000 . 

88.4 

78.1 

82.8 

|6,000-$7,499 . 

5.2 

7.3 

6.8 

17,500-19.999 . 

3.2 

6.9 

5.0 

110,000-111,999 . 

1.2 

3.2 

2.5 

2.0 

4.6 

2.9 

Monthly  income: 

100.0 

100.0 

90.2 

87.7 

1500-1599  . 

4.7 

6.1 

1800-1749 . 

2.9 

3.2 

1750-1999 . 

1.2 

1.9 

1.1 

1.1 

■  Annual  incoma  is  for  12  months  ending  in  July  1974,  March  1975,  and  July  1975.  Households  include  single-person 
households.  Annual  income  shown  here  may  be  understated  compared  to  data  derived  from  more  detailed  surveys  of 
income. 

Note.— Monthly  income  data  were  not  collactad  lor  March  1975. 

Detail  may  not  add  to  totals  because  of  rounding. 

Sources:  Department  of  Commerce  (Bureau  of  the  Census)  and  Department  of  Health,  Education, and  Welfare. 
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Although  the  family  income  of  many  of  the  unemployed  may  be  low  enough 
to  qualify  for  food  stamps  during  a  month  of  unemployment,  their  income 
over  a  longer  accounting  period,  covering  months  with  employment,  may 
be  substantially  above  the  food  stamp  eligibility  level.  The  annual  inccmie 
of  food  stamp  recipients  in  March  1975  was  higher  than  in  July  1974  or 
July  1975,  partly  because  March  was  a  month  of  high  cyclical  as  well  as 
seasonal  unemployment. 

In  1975,  the  President  proposed  the  National  Food  Stamp  Reform  Act 
which  directs  the  program  benefits  toward  those  with  low  income  over  a 
period  of  time  and  curtails  the  provision  of  benefits  to  higher-income  fam¬ 
ilies.  The  proposal  would  change  the  method  of  determining  eligibility  by 
averaging  actual  income  received  over  the  past  90  days,  rather  than  using  the 
applicant’s  estimate  of  next  month’s  income.  It  is  estimated  that  the  change 
from  prospective  to  retrospective  monthly  accounting  would  save  about  5 
percent  of  the  program’s  cost  because  of  a  better  reporting  of  income.  Length¬ 
ening  the  accounting  period  would  save  an  estimated  additional  4  percent  of 
program  costs,  since  families  with  high  income  over  90  days,  but  temporarily 
low  monthly  income,  will  not  participate.  Families  with  a  90-day  income 
just  above  eligibility  levels  would  quickly  qualify  in  the  event  that  their  in¬ 
come  deteriorated.  Families  whose  usual  incomes  are  sufficiently  high  that 
they  would  not  qualify  if  their  income  declined  for  only  1  month  are  more 
likely  to  have  assets  that  they  can  draw  upon. 

Another  proposed  change  is  to  replace  the  present  itemized  deduction  for 
determining  net  income  with  a  single  standard  deduction  of  $100  a  month, 
except  for  households  with  a  member  60  years  old  or  more,  when  the  deduc¬ 
tion  would  be  $125  a  month.  As  a  result  of  the  standard  deduction,  some 
families  will  be  ineligible  who  now  qualify  because  of  large  expenditures  on 
certain  deductible  items.  However,  the  deduction  of  $100  is  higher  than  the 
f>resent  total  deduction  for  the  average  family.  This  will  benefit  families  with 
low  incomes  who  formerly  did  not  have  many  itemized  expenditures. 

Another  feature  of  the  proposal  is  to  cut  off  all  benefits  for  families  whose 
income  over  the  past  90  days,  after  the  standard  deduction,  exceeds  the 
equivalent  of  the  poverty  line.  Thus,  under  this  proposal,  a  family  of  four 
with  a  90-day  income  in  excess  of  $1,675  would  be  ineligible  in  1976. 

The  proposed  National  Food  Stamp  Reform  Act  is  expected  to  result  in 
reductions  of  Federal  outlays  of  $1.2  billion  (21  percent)  comp>ared  to 
present  levels.  Approximately  26  percent  of  the  current  monthly  case  load 
would  become  ineligible,  and  another  28  percent  would  receive  reduced  sub¬ 
sidies,  chiefly  those  at  higher  income  levels  and  those  who  tend  to  receive 
small  subsidies.  However,  benefits  will  increase  for  approximately  24  percent 
of  present  participants,  mainly  at  the  lowest  income  levels. 

There  had  been  substantial  concern  that  youths  from  high-income  families 
were  qualifying  for  food  stamps  while  they  w’ere  away  from  home  at  a  college 
or  university.  A  new  regulation  requires  that  when  a  student’s  parents  claim 
him  as  a  deduction  on  their  Federal  income  tax,  the  family,  not  the  student 
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himself,  is  the  relevant  filing  unit  for  food  stamp  purposes.  In  addition,  the 
proposed  changes  from  itemized  deductions,  including  school  fees  and 
tuition,  to  a  standard  deduction  will  provide  a  more  equitable  treatment  of 
families. 

Food  Programs  for  Schoolchildren 

The  Federal  Government  provided  about  $2  billion  in  fiscal  1975  in 
subsidies  for  meals  provided  to  children  in  nursery,  primary,  and  secondary 
schools,  and  in  some  siunmer  programs.  These  programs  are  implicitly  based 
on  the  two  presumptions  that  an  adequate  diet  for  children  is  important 
for  their  ability  to  learn  and  that  many  children  are  not  able  to  obtain 
a  nutritionally  adequate  diet  at  home. 

In  1947  the  Government  contributed  8.2  cents  in  cash  and  1.1  cent  in 
conunodities  for  each  lunch  served  to  any  child,  regardless  of  income.  About 
25  percent  of  all  schoolchildren  particip>ated  in  the  program,  of  whom  about 
12  percent  received  a  free  lunch  subsidized  by  State  and  local  sources.  Until 
the  middle  1960s,  program  growth  was  due  mainly  to  increases  in  school 
enrollments  and  less  to  increases  in  participation  rates.  The  Federal  share  in 
funding  dropped  during  the  period,  while  State,  local,  and  student  shares 
increased. 

Starting  in  1970  the  Federal  Government  began  additional  subsidies  to 
the  lunch  program  targeted  to  children  from  lower-income  families.  As  a 
result,  the  share  of  Federal  funds  increased  sharply,  and  the  jjercentage  of 
students  in  the  school  lunch  program  increased.  In  fiscal  1976  the  Federal 
Government  contributes  12.5  cents  in  a  cash  grant  and  11  cents  in  a  com¬ 
modity  grant  to  all  school  lunches,  regardless  of  the  family  income  of  the 
children.  In  addition,  the  Federal  Government  contributes  almost  57  cents 
per  lunch  in  cash  for  children  who  receive  a  free  lunch  and  47  cents  for 
children  receiving  lunch  at  a  reduced  price. 

The  lunch  program  provides  a  free  lunch  to  children  from  families  whose 
income  is  at  or  below  125  percent  of  the  poverty  threshold.  In  1974,  about 
17  percent  of  all  schoolchildren  received  a  free  lunch. 

Several  new  and  potentially  expensive  programs  have  been  introduced 
recently  to  expand  the  child  nutrition  programs.  The  Government  school 
breakfast  program  is  one  example.  It  now  provides  an  average  subsidy  of 
31.4  cents  per  breakfast.  If  all  eligible  students  participated,  the  annual  cost 
would  be  $0.9  billion.  Another  is  the  Federal  subsidy  of  75.5  cents  per 
lunch  and  supper  provided  to  summer  camps  and  day  care  institutions  on 
the  condition  that  the  children  come  from  an  area  dehned  as  one  where  at 
least  33^3  percent  of  the  children  are  eligible  for  free  or  reduced-price  school 
meals.  Since  38  percent  is  the  national  average,  a  substantial  prop>ortion  of 
institutions  will  qualify  for  the  subsidy,  regardless  of  the  family  income  of 
the  participating  children. 

Legislation  enacted  in  1975  would  further  increase  Federal  expDendi- 
tures  on  the  programs.  Eligibility  for  the  reduced-price  lunch  was  extended 
to  195  pjercent  of  the  px>verty  line  (the  equivalent  of  an  income  of  $9,800 
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for  a  nonfarm  family  of  four,  using  the  1974  poverty  threshold),  and  it  was 
made  mandatory  that  all  schools  receiving  Federal  lunch  money  provide  such 
a  program.  As  a  result,  about  38  percent  of  children  would  become  eligible 
for  a  free  or  reduced-price  lunch.  Participation  is  also  likely  to  increase 
because  of  the  mandatory  provisions  of  the  program.  As  a  result  of  the  new 
legislation,  Federal  expenditures  are  expected  to  increase  by  $0.5  billion 
more  in  fiscal  1977  than  the  $2.3  billion  that  was  anticipated  under  the  old 
legislation. 

It  is  estimated  that  31  percent  of  the  Federal  expenditures  of  $1.8  billion 
on  the  programs  went  to  children  from  families  above  125  percent  of  the 
poverty  line  in  1975.  In  addition,  there  is  duplication  of  Federal  benefits, 
with  different  programs  subsidizing  the  same  meal. 

To  provide  for  a  more  rational  distribution  of  child  nutrition  funds,  the 
Administration  is  proposing  a  single  block  grant  to  the  States  to  replace 
the  programs  discussed  above,  as  well  as  several  other  categorical  food  pro¬ 
grams  for  children  and  mothers.  The  proposed  legislation  would  eliminate 
food  subsidies  to  children  above  the  poverty  line,  allow  the  States  greater 
flexibility  in  determining  the  needs  of  the  children  from  low-income  families, 
and  simplify  program  administration. 

UNEMPLOYMENT  COMPENSATION 

The  recession  of  1974-75  has  again  demonstrated  that  the  unemployment 
compensation  system  is  one  of  our  most  effective  countercyclical  tools.  As 
workers  are  placed  on  a  layoff,  benefits  begin  immediately,  thereby  provid¬ 
ing  financial  assistance  to  those  families  most  severely  hurt  by  the  fall  in 
employment.  This  provision  of  purchasing  power  to  the  unemployed  is  of 
substantial  importance  in  promoting  economic  recovery  and  in  more  equitably 
distributing  the  economic  hardships  of  a  recession.  As  the  unemployment  rate 
increased  from  the  second  quarter  of  1973  to  the  second  quarter  of  1975,  for 
example,  the  average  weekly  number  of  beneficiaries  under  all  unemploy¬ 
ment  compensation  programs  increased  from  1.5  million  to  5.4  million.  As 
the  recovery  continues,  the  size  of  the  unemployment  compensation  programs 
will  decrease  when  persons  receiving  benefits  gain  employment. 

This  section  reviews  the  main  features  of  the  unemployment  compen¬ 
sation  system  and  considers  some  of  its  implications  for  income  maintenance 
and  efficiency  in  the  long  run. 

Program  Characteristics 

The  nationwide  unemployment  compensation  system  had  its  origins  in 
the  1935  Social  Security  Act.  It  is  a  joint  program  administered  by  the 
States  within  Federal  guidelines.  In  addition,  direct  Federal  unemployment 
programs  cover  four  special  groujjs:  railroad  workers,  recently  discharged 
members  of  the  Armed  Forces,  Federal  civilian  employees,  and  those  unem¬ 
ployed  as  a  consequence  of  imports.  A  temporary  federally  funded  program, 
special  unemployment  assistance  (SUA),  was  introduced  in  January  1975 
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to  provide  benefits  for  wage  and  salary  workers  not  covered  by  a  regular 
Federal  or  State  program.  In  addition,  temporary  Federal  programs  to 
extend  the  duration  of  benefits  have  been  in  effect  in  all  recessions  since  1958. 

The  legal  rules  and  administrative  practices  of  the  unemployment  com¬ 
pensation  system  vary  substantially  from  State  to  State.  There  are,  how¬ 
ever,  certain  basic  features.  Generally,  to  be  eligible  for  benefits  a  p>erson 
must  have  had  sufficient  work  experience  and  earnings  in  covered  employ¬ 
ment  in  a  recent  1-year  period  prior  to  the  onset  of  unemployment.  As  a 
result  of  the  work  experience  requirement,  new  entrants  and  most  reentrants 
to  the  labor  force  do  not  qualify  for  benefits.  Nearly  all  workers  on  a  job 
layoff  but  with  work  experience  in  a  covered  industry  can  qualify,  so  that 
total  expenditures  for  unemployment  benefits  are  highly  sensitive  to  cyclical 
movements  in  the  economy. 

Eligibility  also  depiends  on  the  cause  of  unemployment.  In  all  States  per¬ 
sons  unemployed  because  of  a  job  layoff  are  eligible  for  benefits.  Persons  who 
voluntarily  quit  without  “good  cause”  are  subject  to  disqualification;  how¬ 
ever,  the  definition  of  good  cause  varies  substantially  among  the  States. 
For  example,  mandatory  retirement,  loss  of  transportation  to  work,  or  a 
change  in  location  because  a  spouse  changes  jobs  constitute  good  cause  in 
some  States,  but  not  in  others.  Unemployment  without  good  cause  can  still 
lead  to  compensation  under  the  program  in  31  States,  but  only  after  a  dis¬ 
qualification  period,  and  the  length  of  the  period  varies  widely.  Strikers  can 
receive  unemployment  benefits  in  New  York  and  Rhode  Island  after  a  dis¬ 
qualification  period.  'Hiirteen  States  reduce  or  deny  benefits  to  perscms  re¬ 
ceiving  social  security  retirement  benefits. 

As  a  further  condition,  to  receive  benefits  the  unemployed  claimant  must 
be  able  to  work,  be  available  for  and  actively  seeking  employment,  and  can¬ 
not  reject  a  “suitable”  job  offer.  The  administration  of  the  work  test  varies 
among  the  States.  It  also  varies  over  the  business  cycle.  The  work  test  is 
harder  to  administer  during  a  recession  than  when  jobs  are  plentiful.  Some 
States  require  weekly  or  biweekly  visits  to  the  local  unemployment  office  to 
file  a  claim  and  collect  benefits,  and  the  claimant  must  present  specific  proof 
of  job  search.  Other  States  require  periodic  interviews,  ask  for  little  or  no 
documented  proof  of  job  search,  and  permit  the  mailing  of  benefit  checks  to 
the  claimant’s  home. 

In  43  States  the  duration  of  benefit  entitlement  under  the  regular  program 
increases  with  the  amount  of  work  experience  during  the  base  period,  gener¬ 
ally  up  to  a  26-week  ceiling.  Weekly  benefits  for  these  States  are  about  one- 
half  of  the  worker’s  pretax  wage,  up  to  a  ceiling  that  varies  amoi^  the  States 
from  $60  in  Indiana  to  $139  per  week  in  the  District  of  Columbia  as  of 
January  1976.  The  other  seven  States  have  a  fixed-duration  program  in 
which  all  eligible  p)ersons  receive  benefits  for  the  same  number  of  weeks, 
but  the  weekly  benefit  is  itself  determined  by  work  experience  and  weekly 
earnings  prior  to  unemployment.  States  where  the  maximum  is  $90  a  week 
or  more  contain  70  percent  of  covered  workers.  Twelve  States  supplement 
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the  benefit  check  with  a  small  dependency  allowance  for  a  spx)use  or  de¬ 
pendent  children  who  are  not  working. 

Benefits  have  increased  at  about  the  same  rate  as  wages  in  covered  em¬ 
ployment.  There  has,  however,  been  an  increase  over  time  in  the  extent  to 
which  income  maintenance  benefits  from  other  programs,  particularly  food 
stampM,  are  available  to  supplement  unemployment  comp)ensation.  Some 
unemployed  fathers  in  low-income  families  will  receive  larger  benefits  be¬ 
cause  of  the  June  1975  court  decision  which  allows  them  to  accept  AFDC- 
UF  benefits  instead  of  unemployment  comp>ensation. 

From  the  worker’s  px>int  of  view,  the  fact  that  unemployment  insurance 
benefits  are  not  subject  to  payroll  or  income  taxes  (as  they  are  in  some  other 
industrial  countries  such  as  Canada  and  the  United  Kingdom)  increases 
their  value.  For  household  heads  earning  $150  p)er  week,  unemployment 
benefits  replace  about  60  p>ercent  of  wages  (net  of  taxes)  and  fringe  benefits 
lost  because  of  unemployment,  while  for  those  earning  $4C0  p)er  week  the 
replacement  rate  is  about  one-third.  The  replacement  rate  can  be  very  high 
(close  to  100  percent)  for  low-wage  workers  in  high-income  families:  for 
example,  when  the  wife  has  low  earnings  and  the  husband  has  high  income 
and  they  are  in  a  high  marginal  tax  bracket. 

Benefits  under  the  State  unemployment  insurance  system  are  funded  by 
taxes  levied  on  employers  in  proportion  to  workers’  base  wages,  equal  in  most 
States  to  the  first  $4,200.  In  principle,  the  tax  rate  varies  according  to  em¬ 
ployers’  experience  ratings,  which  are  based  on  the  extent  to  which  their 
workers  draw  benefits  from  the  system.  However,  because  the  variation  in 
tax  rates  is  usually  within  narrow  margins,  many  firms  with  very  hi^  or  very 
low  unemployment  experience  relative  to  their  industry  crften  realize  no 
change  in  their  tax  rates  as  a  result  of  changes  in  their  unemployment 
experience.  Because  the  unemployment  insurance  funds  in  many  States 
have  been  seriously  depleted  by  the  recent  recession,  the  Administration  has 
propxMed  increases  in  the  taxable  earnings  base  and  in  the  Federal  com¬ 
ponent  of  the  tax  rate. 

Potential  coverage  of  workers  has  been  extended  under  the  regular  pro¬ 
grams,  from  59  percent  of  all  workers  in  1950  to  81  pjercent  in  1974,  because 
industrial  coverage  was  made  broader  in  1954  and  1972  and  because  of  a 
decline  in  the  proportion  of  the  labor  fOTce  in  the  major  remaining  sectors 
not  covered:  agriculture,  self-employment,  and  unpaid  employment  in  a 
family  business.  As  a  result  of  special  unemployment  assistance,  coverage  was 
extended  to  the  approximately  12  million  wage  and  salary  workers  not 
covered  by  a  regular  program,  primarily  State  and  local  government,  farm, 
and  domestic  workers.  Only  the  8  million  self-employed  and  unpiaid  workers 
in  family  businesses  are  not  now  covered  by  a  regular  or  temp)orary  pro¬ 
gram.  The  Administration  has  prop>osed  legislation  that  would  bring  6 
million  additional  wage  and  salary  workers,  now  covered  by  SUA,  under 
the  regular  State  programs  so  that  their  employers  will  contribute  to  the 
unemployment  insurance  trust  fund. 
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In  spite  of  the  increased  coverage  there  has  been  a  decline  over  the  past 
20  years  in  the  proportion  of  the  unemployed  receiving  benefits  under  the 
regular  State  programs.  This  is  probably  due  to  the  change  in  the  composi¬ 
tion  of  the  labor  force.  Because  of  the  eligibility  requirements,  many  un¬ 
employed  youths  and  women  with  weak  labor  market  attachment  do  not 
have  sufficient  work  experience  to  qualify  for  benefits.  As  these  groups 
have  increased  in  relative  importance  both  in  the  labor  force  and  among 
the  unemployed,  the  proportion  of  the  unemployed  receiving  benefits  de¬ 
clined.  Among  the  group  with  a  more  stable  labor  force  attachment,  men 
aged  25  and  over,  there  has  been  a  secular  increase  in  the  proportion  of 
the  unemployed  claiming  benefits.  For  example,  this  proportion  declined 
from  54  percent  in  1960  to  41  percent  in  1973  for  all  unemployed  persons, 
but  for  men  aged  25  and  over  it  increased  from  63  percent  to  72  percent. 

Temporary  programs  to  extend  the  duration  of  benefit  entitlements  in  a 
recession  have  become  more  common.  Prior  to  1970,  benefits  were  temporar¬ 
ily  extended  to  39  weeks  in  1958  and  l%l-62.  A  1970  law  permanently 
authorized  an  extension  of  benefits  to  39  weeks  in  times  of  high  State  or 
national  unemployment.  In  1975,  there  was  an  unprecedented  temporary 
extension  of  benefits  in  all  States  to  a  maximum  duration  of  65  weeks 
through  the  26  weeks  of  federally  funded  benefits  provided  under  Federal 
supplemental  benefits  (FSB). 

Under  current  legislation,  FSB  and  SUA  benefits  are  scheduled  to  termi¬ 
nate  in  March  1977,  or  earlier  if  there  is  a  sufficiently  low  State  or  nation¬ 
wide  unemployment  rate.  The  purpose  of  this  phasing  out  is  that  unem¬ 
ployment  comjjensation  should  not  discourage  workers  from  actively  seeking 
employment  when  job  |x>ssibilities  improve. 

Some  Effects  of  the  Program 

In  recent  years  there  has  been  considerable  research  on  how  the  avail¬ 
ability,  potential  duration,  and  size  of  unemployment  benefits  affect  the 
measured  unemployment  rate.  .Although  their  estimates  must  be  interpreted 
with  caution,  the  studies  are  suggestive  of  the  general  impact  of  the  program. 

Several  studies  have  used  individual  data  to  examine  the  effect  on 
unemployment  of  the  potential  duration  and  level  of  benefits.  The  quan¬ 
titative  findings  vary  from  study  to  study,  in  part  because  they  differ 
in  methodology,  data,  and  time  p>eriod.  However,  they  all  tend  to  indi¬ 
cate  that  the  duration  of  actual  unemployment  is  greater  the  higher  the 
benefit  level  and  the  longer  the  potential  duration  of  benefits.  There 
is  evidence,  moreover,  that  the  duration  of  benefit  entitlement  may  be 
even  more  important  than  the  level  of  benefits  in  explaining  unemployment 
duration. 

One  study  examined  the  effect  of  covering  agricultural  wage  and  salary 
workers  (who  had  previously  been  covered  in  only  two  States)  with  the 
introduction  of  special  unemployment  assistance  in  January  1975.  The 
study  developed  equations  to  predict  agricultural  unemployment  rates 
and  employment  on  the  basis  of  cyclical  and  other  factors.  Seasonally 
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adjusted  data  were  used  to  compare  the  observed  and  predicted  values 
before  and  after  the  introduction  of  SUA.  After  SUA,  seasonally  adjusted 
employment  was  lower  during  the  ofT-season,  presumably  because  of  the 
availability  of  unemployment  t  ompcnsation.  The  seasonally  adjusted  un- 
employTTient  rate  increased  by  about  20  percent  (2  percentage  points)  in 
the  ofT-season,  but  did  not  change  in  the  on-season.  Apparently  because  of 
the  SUA  benefits,  in  1975  the  annual  unemployment  rate  of  agricultural 
wage  and  salar\’  workers  seems  to  have  been  about  10  percent  greater  than 
that  predicted  on  the  basis  of  cyclical  and  other  factors.  However,  one  year’s 
ex|)erienrc  may  not  be  sufficient  to  estimate  the  long-term  magnitude  of 
these  effects. 

The  extent  to  which  States  engage  in  eligibility  screening  can  affect  the 
amount  of  obseiAcd  unemployment.  The  proportion  of  claims  for  unem¬ 
ployment  compensation  under  the  State  programs  that  are  rejected  on  the 
basis  of  individual  State  administrative  decisions  regarding  eligibility  can 
be  called  a  “denia;  rate.”  Using  State  data  for  1971,  one  recent  study 
found  that  this  denial  rate  had  a  significant  impact  on  the  State  unemploy¬ 
ment  rate.  It  was  estimated,  for  example,  that  at  the  margin  a  10  percent 
increase  in  the  national  denial  rate  from  the  observed  25  per  1,000  claimant 
contacts  would  lower  the  national  unemployment  rate  by  0.14  percentage 
point.  It  appears  that  a  higher  denial  rate  may  not  only  decrease  the  period 
of  unemployment  among  those  denied  benefits  but  may  have  an  even 
larger  impact  by  discouraging  unemployment  among  others.  Eligibility 
screening  is  subject  to  administrative  control.  Greater  administrative  ex¬ 
penditures  and  more  time  devoted  to  eligibility  screening  appear  to  result 
in  a  higher  denial  rate,  particularly  for  reasons  related  to  unavailability 
for  work  and  the  rejection  of  suitable  employment.  These  effects  are  likely 
to  be  weaker  during  a  period  of  high  unemployment  when  job  vacancies 
are  more  scarce.  And,  beyond  some  point,  additional  ex|)enditures  would 
have  much  smaller  effects. 

Certain  categories  of  workers  are  more  strongly  affected  by  benefits  than 
others.  Those  who  have  home  responsibilities  or  are  approaching  retirement 
are  more  likely  to  remain  unemployed  until  they  exhaust  their  benefit  en¬ 
titlements.  A  study  of  the  unemployment  insurance  system  in  Nevada  in 
1971-72,  for  example,  found  that  a  substantially  larger  proportion  of  ex- 
haustees  were  either  aged  55  or  over  or  women,  compared  to  those  who 
stopped  collecting  benefits  prior  to  exhausting  their  entitlement.  Although 
greater  difficulty  in  finding  jobs  may  explain  part  of  the  differential,  it 
cannot  explain  all  of  it.  In  this  study,  for  example,  2  months  after  benefit 
exhaustion,  30  jiercent  were  employed,  and  another  30  percent  had  with¬ 
drawn  from  the  labor  force,  primarily  because  of  ill  health,  retirement,  or 
family  responsibilities.  Similar  findings  emerge  from  other  studies. 

For  most  persons,  however,  the  income  support  provided  by  the 
unemployment  compensation  system  is  a  means  of  financing  the  search  for 
a  job.  For  these  persons,  if  a  longer  pjeriod  of  unemployment  facilitates  job 
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search  and  leads  to  a  job  with  higher  wages  and  better  fringe  benefits,  more 
pleasant  working  conditions,  or  a  longer  expected  job  tenure,  it  may  repre¬ 
sent  a  worthwhile  investment.  Thus  far,  however,  studies  of  the  effect  of  the 
additional  job  search  stimulated  by  unemployment  compensation  have  been 
inconclusive. 

The  unanployment  insurance  system  also  affects  employers’  behavior 
through  the  operation  of  the  payroll  tax.  The  tax  levied  on  a  particular 
employer  does  not  depend  strongly  on  the  actual  unemployment  experience 
of  his  workers.  Because  of  the  weak  experience  rating  the  cost  of  a  layoff  is 
reduced.  Partly  because  of  the  unemployment  compensation  benefits,  work¬ 
ers  would  be  less  likely  to  seek  other  jobs  during  these  periods  of  unemploy¬ 
ment,  particularly  if  unemfJoyment  is  widespread.  Thus  the  payroll  tax 
subsidizes  seasonal,  cyclical,  and  casual  unemployment  relative  to  stable 
employment.  This  greater  frequency  of  unemployment  thereby  leads  to 
an  increase  in  the  unemployment  rate.  Data  from  a  variety  of  sources 
indicate  that  much  of  the  imemployment  arising  from  job  layoffs  is  tem¬ 
porary  and  does  not  involve  a  change  in  employer.  For  example,  siiKe 
1960,  manufacturing  establishments  had  an  average  of  1.5  layoffs  per  100 
employees  per  month.  During  this  period  their  rehire  rate  was  1.3  workers 
per  100  employees  per  month.  Thus,  on  average,  85  percent  of  layoffs  re¬ 
sulted  in  reemployment  by  the  same  establishment. 

Results  of  various  studies  of  the  effects  of  unemployment  compensation 
indicate  that  it  is  our  most  efficient  tool  for  quickly  providing  financial  help 
to  those  who  lose  a  job.  However,  and  to  a  large  extent  unavoidably,  the 
existence  of  this  automatic  aid  makes  it  easier  for  employers  to  lay  off  work¬ 
ers  and  for  workers  to  prolong  their  period  of  unemployment.  One  implica¬ 
tion  is  that  the  unemployment  rate  is  affected  by  the  amount  and  duration 
of  unemployment  compensation  benefits.  As  a  result  of  these  and  other 
issues  that  have  been  raised  about  the  unemployment  insurance  system,  tlie 
President  has  projxjsed  the  establishment  of  a  National  Commission  on  Un¬ 
employment  Compensation  to  study  alternatives  and  make  recommenda¬ 
tions. 

SOCIAL  SECURITY 

The  old-age,  survivors,  and  disability  insurance  program,  generally  re¬ 
ferred  to  as  social  security,  is  the  largest  income  transfer  program,  in 
terms  of  both  funds  and  number  of  recipients.  In  1975,  32  million  per¬ 
sons  received  cash  benefits  of  $67  billion,  which  was  19  percent  of  the 
Federal  budget  and  4.5  percent  of  GNP  (Table  32) .  Growth  in  the  program 
has  been  extraordinary  during  the  past  5  years.  The  number  of  recipients 
increased  by  22  percent,  and  after  adjusting  for  the  increase  in  prices  over 
this  period,  the  average  monthly  benefit  for  retired  workers  increased  by 
26  percent. 

The  social  security  system  has  been  successful  in  raising  the  income  levels 
of  a  large  proportion  of  the  elderly  who  otherwise  would  have  been  im¬ 
poverished.  However,  because  of  the  sheer  size  of  the  program,  there  is  a 
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Table  32. — Btneficutrus  and  cash  benefits  m  tht  old-agt,  survivors,  and  disability  insurancs 
program  (OASDI),  selected  years,  1950-75 


B«Mfici«ry  or  bonofit 

1950 

1965 

1970 

1974 

1975 

Numbor  of  bonoficiarlos  (tnilliont)  ■: 

Total . 

3.5 

14.8 

20.9 

26.2 

30.9 

31.9 

Rotirod  uwrkors,  dopondonta,  ind  survivors . 

3.5 

14.2 

19.1 

23.6 

26.9 

27.6 

Robrod  workors  only . 

1.8 

8.1 

11.1 

13.3 

16.0 

16.5 

.7 

1.7 

2.7 

3.9 

4.3 

Annual  cash  banaMs  (billions  of  dollars) . 

1.0 

11.3 

18.3 

31.9 

58.5 

67.1 

Avaraia  nuMithly  banafits  (dollars): 

All  ratirad  workors « . 

44 

74 

84 

118 

188 

206 

Maximum  to  man  rabrinf  at  ago  65  > . 

Maximum  to  woman  rabring  at  ago  65  * . 

45 

119 

132 

190 

>305 

>342 

45 

119 

136 

196 

>316 

Minimum  to  parsons  rtbring  at  ago  65  > . 

10 

33 

U 

64 

>94 

1  >101 

>  At  of  Docoflibor  of  otch  yoir. 

>  Astumot  rotirofflont  at  l^nnini  of  yoor. 

>  As  of  Juno. 

Sourco;  Ooportmont  of  Hoalth,  Education,  and  Walfara. 

need  to  evaluate  recent  developments  in  the  pattern  of  expenditures  and  of 
the  taxes  required  to  fund  them. 

Program  Characteristics 

The  first  social  security  legislation  of  1935  intended  that  the  program 
operate  on  a  self-financed  and  actuarially  sound  basis.  Contributions  from 
the  payroll  tax  were  to  exceed  benefits  in  the  early  yezu^  so  that  a  substantial 
trust  fund  relative  to  annual  benefit  outlays  could  be  accumulated.  Indi¬ 
vidual  benefits  were  to  be  closely  related  to  each  individual’s  prior  earnings 
except  for  preferential  treatment  at  the  base  (minimum)  amount.  The 
amendments  of  1939  changed  the  character  of  the  program  by  stipulating 
that  individuals  retiring  early  in  the  life  of  the  prxjgram  would  receive 
benefits  greater  than  the  actuarial  value  of  taxes  paid,  and  that  dependents 
of  retired  workers  would  also  receive  benefits  without  any  additional  tax 
payments  required.  The  1950  amendments  moved  still  farther  away  from 
a  fully  funded  trust  to  the  “pay-as-you-go”  system  which  prevails  today, 
under  which  those  currently  working  essentially  pay  for  the  benefits  of  those 
who  are  retired. 

As  of  January  1976,  OASDI  benefits  are  funded  from  a  tax  of  9.9  percent 
levied  on  the  first  $15,300  of  wages,  the  maximum  taxable  eamines,  with  the 
payments  shared  equally  by  employer  and  employees.  The  self-employed 
pay  a  tax  of  7  percent.  (An  additional  tax  of  1.8  percent  for  wage  and 
salary  workers  and  0.9  {jercent  for  the  self-employed  is  for  medicare  hos¬ 
pital  insurance.)  Tax  payments  are  paid  into  separate  trust  funds,  one 
for  retirement  and  survivors,  and  one  for  disability.  About  90  percent  of  all 
wage  and  salary  earners  and  the  self-employed  are  covered  by  the  program 
and  subject  to  mandatory  contributions.  The  major  exclusions  are  Federal 
civilian  employees,  who  are  under  a  separate  Federal  retirement  program, 
and  some  State  and  local  employees.  In  the  past,  increases  in  benefits  and 
taxes  have  been  legislated  by  the  Congress  periodically.  Starting  in  1975, 
on  the  basis  of  the  1972  amendments,  benefit  levels  were  “indexed”  or  linked 


to  the  consumer  price  index  so  that  they  rise  automatically  depending  on 
increases  in  prices.  Similarly,  the  maximum  taxable  earnings  base  was 
roughly  indexed  to  changes  in  average  covered  wages,  and  hence  it  also 

Social  security  is  designed  as  a  replacement  for  earnings  lost  because  of 
increases  automatically  over  time. 

a  worker’s  retirement,  disability,  or  death.  Eligibility  for  benefits  depends  on 
work  in  covered  employment  for  a  minimum  period  as  well  as  on  age,  dis¬ 
ability,  or  survivor  status.  Although  there  are  no  restrictions  on  the  amount 
of  income  that  may  be  received  from  property,  other  pensions,  or  any  sources 
other  than  work,  individual  benefits  may  be  reduced  if  the  beneficiary  has 
earnings  from  employment  and  is  less  than  72  years  of  age.  In  1976  bene- 
hciaries  can  earn  $2,760  without  any  reduction  in  benefits,  but  for  each  $2 
in  earnings  above  $2,760,  benefits  are  reduced  by  $1.  The  amount  of  a  work¬ 
er’s  basic  monthly  benefit  (before  any  reductions)  depends  on  the  worker’s 
record  of  covered  earnings,  averaged  over  a  specified  number  of  years  (at 
present  20  years  for  retirement  benefits) .  Dependents  and  dependent  survi¬ 
vors  receive  payments  tied  to  the  benefit  level  of  the  primary  beneficiary. 
Workers  choosing  to  retire  between  ages  62  and  65  receive  a  permanently 
reduced  benefit.  Disabled  workers  under  the  age  of  65  have  been  eligible  for 
benefits  since  1957. 

Table  33  shows  the  relation  between  the  size  of  the  benefit  awarded  and 
preretirement  earnings  for  hypothetical  male  workers  at  different  earnings 
levels,  as  calculated  by  one  study.  Examples  are  given  for  men  retiring  at 
age  65  and  age  62,  for  single  men,  and  for  married  men  whose  wives  did  not 
work  in  covered  employment.  The  social  security  formula  for  determining 
benefits  is  scaled  progressively  so  that  benefits  as  a  proportion  of  earnings 
fall  as  the  benefit  base  rises.  The  benefit  base,  in  turn,  is  calculated  from  prior 
earnings.  For  example,  a  male  worker  with  a  low- wage  history  culminating 
in  $4,000  in  annual  earnings  in  the  year  before  retirement  would  receive  55 


Table  33. — Social  security  benefits  for  single  men  and  for  married  men  with  a  dependent  wife 
retiring  at  age  65  years  and  age  62  years,  1974 


Man  rtUring  at  aga  65  yaars 

Man  ratiring  at  aga  62  yaars 

1973  aarnings  bafoia  taaas 
and  marital  atatus 

Amoant  of 
tax  fiaa 
banallt 
(doHara) 

Banafit  as 
parcant  of 
1973  aarnings 
bafbrataxas 

Amount  of 

Ux  frta 
banoM 
(dollars) 

Banafit  as 
parcant  of 
1973  aarnings 
bttora  taxaa 

14,000; 

Sii«la . 

2,197 

54.9 

1,758 

43.9 

Marriad . 

3,296 

82.4 

2,582 

64.5 

$0,000; 

Singit . 

3,349 

41.9 

2,679 

33.5 

Marriad . 

5,024 

6M 

3,935 

49.2 

$12,000; 

Singla . 

3.644 

30.4 

2,916 

24.3 

Marriad . 

5,467 

45.6 

4,282 

35.7 

Nolt.— BwMiib  art  basad  on  avtraet  amount  of  a  amrkar't  wafts  ovor  a  19-ytar  ptriod.  Waft  historios  for  tach  catofory 
of  waft  aarntrs  wara  simulatad  by  asauming  that  thair  wagts  graw  at  tha  sama  rata  as  that  of  tha  avaragt  wagts  of  noa- 
suparviaory  parsonnai.  Tha  wifa  is  assumad  to  ba  samp  agt  as  worhar  and  to  hava  no  eovarad  aarnings. 

Sourca:  Dapartmant  of  Haalth,  Educatioo,  and  Wtifara  (Offict  of  Incoasa  Sacarity  PoUcy). 
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percent  of  his  preretirement  earnings  in  benefits  if  he  is  single,  82  percent 
if  he  is  married.  But  a  male  worker  making  $12,000  before  retirement  would 
receive  only  30  percent  of  such  earnings  if  single  and  46  percent  if  married. 
Because  benefits  are  tax  free  and  taxes  are  relatively  more  important  at 
higher  earnings  levels,  however,  the  decline  in  after-tax  replacement  rates  as 
earnings  rise  is  somewhat  less  than  indicated  here. 

Income  of  the  Aged 

Social  security  is  an  Uiiportant  source  of  income  for  the  aged.  Largely 
because  earnings  decline  with  age,  and  because  women  are  less  likely  to 
work  than  men,  and  earn  less  if  they  do,  social  security  increases  in  relative 
importance  with  age  and  is  relatively  more  important  for  households  headed 
by  a  widowed  woman  (often  single-person  households).  In  1973,  among 
households  headed  by  a  widow  aged  70  or  older,  the  average  annual  income 
was  $2,819,  of  which  social  security  accounted  for  57  {lercent.  By  contrast, 
among  households  headed  by  a  married  man  aged  65  to  69,  the  total 
mean  income  was  $9,694;  social  security  on  the  average  accounted  for  25 
percent  of  income,  and  wages  and  self-employment  earnings  accounted  for 
46  percent.  In  1974,  23  percent  of  all  persons  65  years  old  and  over  were 
women  living  alone,  while  60  percent  were  married  and  living  with  a  spouse. 

The  rapid  increases  in  social  security  benefits  of  recent  years  have  made 
a  substantial  contribution  in  improving  the  income  status  of  the  elderly. 
In  1966,  28.5  percent  of  those  aged  65  and  over  were  below  the  poverty 
level  compared  to  14.2  percent  for  all  persons;  in  1974,  15.7  percent  of 
the  elderly  were  in  poverty  compared  to  11.6  percent  of  all  persons.  In  ad¬ 
dition  to  cash  income,  many  of  the  elderly  have  imputed  income  from 
owner-occupied  homes  for  which  they  are  no  longer  making  mortgage  pay¬ 
ments  (70  percent  of  elderly  households  own  their  own  homes).  Virtually 
all  of  those  aged  65  and  over  receive  medicare  or  medicaid  benefits,  and 
many  also  finance  some  of  their  consumption  out  of  their  assets.  These 
additional  sources  raise  the  relative  level  of  consumption  of  the  aged. 

Work  Incentives 

Social  security  has  created  incentives  for  the  aged  and  disabled  to  re¬ 
duce  their  work  during  the  year.  The  availability  of  the  pension  itself  is  an 
inducement  to  work  less  and  take  more  leisure.  In  addition,  the  earnings  test 
which  applies  up  to  age  72  restricts  the  amount  that  can  be  earned  without 
forfeiting  any  benefits. 

Between  1940  and  1950  only  about  a  third  of  men  aged  65  and  over 
were  eligible  for  social  security  benefits  (Table  34),  and  benefits  were  low 
and  declining  in  real  value.  After  1950  there  was  a  sharp  increase  in  the  per¬ 
centage  eligible  for  social  security — to  81  percent  in  1960  and  93  percent  in 
1975.  Benefit  amounts  also  increased  sharply,  even  after  adjusting  for  infla¬ 
tion.  .\fter  remaining  stable  from  1940  to  1950  the  labor  force  participation 
of  men  at  65  years  of  age  and  over  declined  sharply.  Hours  worked  per  week 
for  men  65  years  of  age  and  over  also  fell,  from  42  in  1950  to  34  in  1970. 
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Table  34. — Labat  force  participation  rates  and  social  securi^  benefits  for  men  60  years  of  age 
and  older,  selected  years,  1940-/5 

Ago  group 

Percent  of  men  in  labor  force  ■: 

60-64  years . 

60-61  years . 

62-64  years . . 

65-69  yurs . 

70  years  and  over . 

70-74  years . 

75  years  and  over . 

Percent  of  men  eligible  for  SKial  security 
benefits  >: 

62-64  years . 

65  yMrs  and  over . 

Average  monthly  primary  social  insurance 
benefit  for  men  raing  for  benefits  in  given 
year: 

Current  dollars . 

1975  dollars » . 

<  Data  in  the  first  four  columns  are  from  the  “Census  of  Population.”  Data  in  the  last  two  columns  are  from  the  “Current 
Population  Survey”:  they  exclude  institutional  population  and  are  for  April. 

>  Based  on  number  of  persons  eligible  at  beginning  of  year. 

*  Not  eligible  for  sKial  security  benefits. 

<  Data  are  for  1941. 

•  Deflated  by  the  consumer  price  index. 

Sources;  Department  of  Commerce  (Bureau  of  the  Census),  Department  of  Labor  (Bureau  of  Labor  Statistics),  and 
Dapartment  of  Health,  Education,  and  Welfare. 

The  same  relation  between  benefits  and  retirement  behavior  is  evident  for 
the  group  aged  62-64,  who  became  eligible  for  retirement  at  reduced  bene¬ 
fits  in  1961.  Although  their  labor  force  participation  rate  had  been  fairly 
stable  until  1960,  it  declined  markedly  after  benefits  became  available.  One 
recent  study  finds  that  for  every  10  percent  increase  in  social  security  benefits 
relative  to  average  wages,  the  number  of  male  beneficiaries  aged  62-64 
increases  by  2.8  percent  in  the  first  quarter  after  the  increase,  and  by  6.0  per¬ 
cent  after  5  quarters. 

Persons  eligible  for  social  security  have  also  been  found  to  adjust  their 
work  behavior  to  avoid  losing  benefits  under  the  earnings  test.  Thus,  follow¬ 
ing  a  liberalization  in  the  earnings  test  during  1966,  over  10  percent  of  the 
working  beneficiaries  raised  thar  earnings  from  $1,200  to  $1,500,  the  new 
ceiling.  The  earnings  test  does  not  apply  to  those  aged  72  and  over,  who 
may  earn  any  amount  without  forfeiting  benefits.  For  this  reason  many  of 
those  with  high  earnings  wait  until  age  72  to  start  collecting  benefits. 

Although  social  security  appears  to  have  been  an  important  factor  in  the 
decline  in  employment  among  those  of  retirement  age,  other  factors  were 
operating  as  well.  Increases  in  earnings  and  income  over  time  enabled  work¬ 
ers  to  save  more  in  order  to  enjoy  more  years  of  leisure  at  older  ages,  and  a 
larger  propiortion  of  the  elderly  now  have  asset  holdings  and  private  jjensions. 
The  decline  in  self-employment  on  the  farm  and  in  nonfarm  industries  also 
contributed  to  declining  work  at  older  ages,  since  the  self-employed  retire  at 
a  later  age  than  employees.  Studies  indicate  that  in  years  of  relatively  high 
unemployment  retirement  is  accelerated.  Compulsory  retirement  practices 
may  also  have  had  an  effect.  However,  the  spread  of  compulsory  retirement 


may  itself  have  been  stimulated  by  the  availability  of  social  security  and  the 
development  of  private  pension  systems. 

There  were  additional  incentives  for  the  elderly  to  work  longer,  however, 
which  have  probably  served  to  prevent  labor  force  participation  at  cdder 
ages  from  falling  even  faster.  Most  notable  may  be  the  increase  in  the  avail¬ 
ability  of  white-collar  employment,  which  tends  to  make  less  demand  on 
physical  strength.  Increases  in  part-time  employment  opportunities  have 
made  work  more  feasible  for  those  wishing  a  limited  schedule,  although  the 
increase  in  part-time  jobs  may  itself  have  been  partly  stimulated  by  the  sup¬ 
ply  of  older  workers. 

Short-Run  and  Long-Run  Financing  Problems 

Issues  have  arisen  with  resp)ect  to  both  the  short-run  and  long-run  finan¬ 
cial  situation  of  the  social  security  system.  The  Administration  is  proposing 
measures  to  deal  with  both  of  these  problems. 

Legislation  has  resulted  in  increases  in  benefit  awards  as  a  percentage  of 
preretirement  earnings,  from  32  percent  in  1965  to  43  percent  in  1975  for 
the  median  wage  earner  aged  65  years  and  over.  Other  liberalizations  in 
benefits  have  occurred,  such  as  the  increase  in  the  dependent  widow’s 
p>ension  from  82.5  percent  to  100  pjercent  of  the  husband’s  benefit  if  neither 
claimed  benefits  before  age  65.  Increases  in  early  retirements  have  also  con¬ 
tributed  to  rising  outlays.  Despite  increases  in  the  payroll  tax  rate  (from 
8.4  percent  in  1969  to  9.9  pjercent  in  1975)  and  in  the  maximum  of  earnings 
to  be  taxed  (from  $7,800  in  1969  to  $15,300  in  1976)  receipts  have  not 
risen  as  rapidly  as  benefits. 

The  tax  shortfall  has  been  exacerbated  by  the  high  levels  of  unemploy¬ 
ment  and  the  relatively  slow  growth  of  earnings  in  the  past  few  years.  Pre¬ 
liminary  figures  for  1975  indicate  that  expenditures  exceeded  payroll  tax 
receipts  by  $2.6  billion,  or  4.2  percent  of  tax  receipts.  Total  expjenditures, 
including  administrative  costs,  exceeded  total  receipts,  including  interest  on 
assets,  by  $1.6  billion,  or  2.4  percent.  The  cyclical  component  of  the  prob¬ 
lem  will  eventually  diminish  with  the  economic  recovery,  although  a  $4.4- 
billion  deficit  is  forecast  for  1976,  and  the  trust  fund  will  be  pjermanently 
reduced.  In  respxjnse  to  the  decline  in  the  trust  fund  the  Administration  is 
proposing  to  increase  the  combined  social  security  tax  rate  paid  by  em¬ 
ployers  and  employees  by  0.6  pjercentage  pxjint  as  of  1977.  This  increase  will 
enable  the  trust  fund  to  be  maintained  at  a  level  of  at  least  one-third  of 
outgo  for  at  least  the  next  5  years. 

Projections  ot  the  social  security  system  indicate  that  program  costs  rela¬ 
tive  to  pjayroll  receipts,  imder  present  law,  are  likely  to  escalate  considerably. 
The  size  of  the  projected  shcHtfall  depjends  on  assumpticms  about  the  birth 
rate,  the  rate  of  inflation,  and  the  growth  rate  of  real  wages.  Under  com¬ 
monly  used  assumptions  (births  pjer  woman  of  2.1,  a  4  percent  rate  ot 
inflation,  and  a  2  pjercent  growth  rate  in  real  wages) ,  expjenditures  would 
rise  to  22  p>ercent  of  taxable  payroll  by  the  year  2030,  an  amount  which,  if 
benefits  were  to  be  matched  by  tax  receipts,  would  imply  a  social  security 
tax  rate  about  double  today’s  level.  However,  with  a  lower  fertility  rate 
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(1.7)  and  more  pessimistic  assumptions  about  inflation  (5  percent)  and 
real  wage  growth  (1.5  percent),  social  security  expenditures  would  require 
taxes  of  32  percent  of  payrcJls  by  the  year  2030.  Optimistic  economic 
assumptions,  on  the  other  hand,  ccwnbined  with  a  projected  increase  in  the 
fertility  rate  to  2.5,  lead  to  payroll  taxes  of  15  percent  of  the  total  pay¬ 
roll  by  2030.  Even  this  would  represent  a  50  percent  increase  in  the  present 
tax  rate. 

One  reason  the  long-run  social  security  projections  described  above  are  so 
high  is  that  1972  legislation  provided  for  the  double-indexing  of  social 
security  benefits.  Under  the  legislation,  once  a  pjerson  starts  getting  benefits 
the  amount  is  kept  constant  in  real  terms  through  automatic  adjustments  tied 
to  increases  in  the  CPI.  However,  the  legislation  inadvertently  provided  for 
a  second  effect  of  inflation  on  future  benefits  for  those  who  are  now  working, 
since  the  schedule  that  relates  retirement  benefits  to  past  earnings  was  also 
tied  to  the  CPI.  In  this  way  replacement  rates,  the  ratio  of  retirement 
benefits  to  average  wj^es  in  the  year  before  retirement,  can  automatically 
rise  as  a  result  of  inflation.  It  has  been  estimated  that,  under  current  law, 
if  nominal  wages  increase  at  6  pjercent  and  the  CPI  at  4  piercent  pjer  year, 
replacement  rates  for  the  median  wage  earner  at  age  65  would  increase 
from  43  percent  in  1976  to  59  pjercent  in  2030.  For  low-wage  wwkers,  the 
increase  would  be  from  63  pjercent  to  99  pjercent  over  the  same  pjeriod 
and  would  exceed  100  pjercent  by  the  year  2040.  This  rise  in  replacement 
rates  for  those  retiring  in  the  future  is  estimated  to  add  about  26  pjercent 
to  program  costs  by  the  year  2030,  compared  to  a  system  in  which  replace¬ 
ment  rates  remain  at  the  1975  level. 

The  Administration  will  propjose  a  spjecific  plan  to  modify  the  system  so 
that  benefit  levels  will  rise  at  the  same  rate  as  average  wages.  The  goal  is  to 
make  a  pjerson’s  benefits  rise  solely  in  accordance  with  wages  during  his 
working  years  and  in  accordance  with  the  CPI  in  years  after  his  retirement. 

MEDICAL  CARE 

The  provision  of  medical  care  services  in  the  United  States  is  largely 
private,  but  government  plays  a  major  and  increasing  role  in  the  financing 
of  medical  expjenditures.  Between  fiscal  1950  and  fiscal  1975  total  health 
expjenditures  rose  from  4.5  pjercent  to  8.3  pjercent  of  GNP  (Table  35) .  Dur¬ 
ing  the  same  pjeriod  the  Federal  share  of  the  total  health  bill  rose  frcrni 
12  pjercent  to  29  pjercent,  an  expenditure  in  fiscal  1975  of  $34  billion.  Federal 
funding  of  the  hospital  compjonent  of  health  expjenditures  has  increased  even 
more  dramatically,  pjaying  39  percent  of  the  Nation’s  hospital  bill  in  fiscal 
1975.  As  a  result  of  the  expansim  of  Federal  and  State  funds  and  of  private 
insurance,  consiuners  directly  pjaid  CMily  8  percent  of  all  hospital  expendi¬ 
tures.  Consuners  paid  nearly  all  of  the  remainder  indirectly  through  taxes 
and  insurance  premiums. 

The  two  major  Federal  programs  are  medicare  and  medicaid,  which  were 
enacted  as  part  of  the  Social  Security  Amendments  of  1965.  Medicare  is  a 


117 


Table  35. — Total  health  expenditures  and  personal  health  expenditures  by  source  of  funds, 
selected  fiscal  years,  1940-75 

(Fiiul  yMrt;  ptrctnl,  txctpt  is  notid] 


Typ*  of  MpuiHiiturt  tnd 
sourc*  of  funds 

1940 

1990 

1960 

1965 

1970 

1975 

Total  hoaltli  oxpondituros: 

m 

Amount  (billioos  of  dollart) . 

Bn 

12.0 

25.9 

38.9 

69.2 

Parcont  of  GNP . 

4.5 

5.2 

5.9 

7.2 

■Im 

Parcont  fundod  by  public . 

■jgij 

25.5 

24.7 

24.5 

36.5 

42.2 

Porsonal  haallh  axpandituras: 

Amount  (billions  of  dollars) . 

Parcont  distribution  by  sourca  of  funds: 

Bn 

10.4 

22.7 

33.5 

60.1 

103.2 

Total . 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Oiract  paymants . 

82.0 

$8.3 

55.3 

52.5 

40.4 

32.6 

Third  party  paymants . 

18.0 

31.7 

44.6 

47.5 

59.7 

67.4 

8.5 

20.7 

24.7 

24.0 

26.5 

Othar  privata . 

2.7 

3.0 

2.3 

2.0 

1.5 

1.2 

Fadaral . 

3.9 

9.4 

9.2 

8.5 

22.3 

27.7 

Stata  and  local . 

11.4 

10.8 

12.4 

12.3 

11.9 

12.0 

Hospital  axpandituras: 

3.7 

8.5 

13.2 

25.9 

46.6 

Parcont  distribution  by  sourca  of  funds: 

100.0 

100.0 

. 

34.2 

18.6 

18.5 

12.3 

8.0 

65.8 

81.4 

81.5 

87.7 

92.0 

20.1 

39.4 

44.0 

36.9 

37.0 

Public . 

45.7 

42.0 

37.5 

50.8 

55.0 

Not!.— Ottail  miy  not  add  to  totals  bacausa  of  roundinf. 

Sourci:  Oapartmant  of  Haaitti,  Education,  and  Watlara  (Social  Sacurity  Administration). 


Federal  program  with  uniform  benefits  available  to  the  aged,  to  certain 
disabled  persons  covered  by  social  security,  and  to  those  with  end-stage  renal 
(kidney)  disease.  Medicare  includes  hospital  insurance  financed  through 
social  security  taxes,  with  benefits  subject  to  a  $104  deductible  as  well  as  vari¬ 
ous  copayments  after  the  60th  day  of  hospitalization.  A  physician  reimburse¬ 
ment  program  is  included  which  requires  a  monthly  premium  of  $6.70, 
with  benefits  subject  to  a  $60  deductible  and  20  percent  coinsurance.  Fed¬ 
eral  expenditures  on  medicare  doubled  from  1970  to  1975.  In  fiscal  1976 
they  are  expected  to  reach  $17.4  billion.  Fiscal  1976  Federal  expenditures 
per  enrollee  are  estimated  at  $717,  but  expenditures  per  beneficiary  receiv¬ 
ing  hospital  insurance  benefits  are  estimated  at  $2,082  and  for  those  receiv¬ 
ing  supplementary  medical  insurance  benefits,  $355. 

Medicaid  is  funded  by  the  States  with  Federal  contributions  accounting 
for  from  50  to  78  pyercent  of  costs.  The  law  provides  categorical  coverage  of 
participants  in  the  AFDC  program;  in  1974,  90  percent  of  AFDC  recip¬ 
ients  obtained  medicaid  benefits.  Also  covered  are  most  of  the  aged,  blind, 
and  disabled  in  the  supplemental  security  income  program.  Many  States 
have  also  extended  coverage  to  the  medically  indigent.  Medicaid  benefits 
and  the  population  covered  vary  considerably  across  the  States.  In  1974,  two 
States,  California  and  New  York,  received  30  percent  of  all  medicaid  bene¬ 
fits,  although  they  had  only  about  17  percent  of  the  poverty  population. 
Federal  expenditures  on  medicaid  have  also  increased  rapidly  and  are  esti¬ 
mated  to  be  $8.2  billion  in  fiscal  1976,  averaging  $606  pyer  participant.  In 
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addition  to  medicare  and  medicaid  the  Federal  Government  provides  health 
care  for  veterans  and  military  personnel  (costing  $6.5  billion  in  fiscal  1976), 
as  well  as  for  Indians  and  other  groups  ($2  billion  in  fiscal  1976),  and  it 
subsidizes  medical  research  and  physician  education  ($3  billion  in  hscal 
1976). 

The  influence  of  government  on  medical  care  extends  beyond  its 
spending  programs,  however.  For  example,  by  exempting  from  taxable 
income  an  employer’s  contributions  for  health  insurance,  the  government 
indirectly  encour^es  the  purchase  of  m<xre  insurance.  Federal  and  State 
governments  imp>ose  regulatory  controls  on  hospitals,  and  States  regulate 
the  training  and  licensing  of  physicians  and  other  health  professionals. 
Thus  government  has  considerable  direct  and  indirect  influence  on  the  quan¬ 
tity,  quality,  distribution,  and  price  of  medical  care  in  the  United  States. 

This  review  of  medical  care  and  the  role  of  Federal  programs  centers  on: 
( 1 )  The  relation  between  changes  in  health  status  and  changes  in  medical 
expenditures;  (2)  the  personal  hnancial  impact  of  medical  expenses;  and 
(3)  the  relation  between  health  insurance  and  resource  allocation. 

HEALTH  STATUS  AND  MEDICAL  EXPENDITURES 

The  medical  care  system  is  clearly  important  in  maintaining  the  Nation’s 
health.  But  the  relation  between  various  measures  of  health  status  and  ex¬ 
penditures  on  medical  care  suggests  that  medical  care  is  only  one  of  a  large 
number  of  factors  affecting  health. 

Dramatic  declines  in  mortality  occurred  during  the  hrst  50  years  of  this 
century  mainly  because  of  improved  sanitation,  heating,  and  other  ameni¬ 
ties,  along  with  significant  breakthroughs  in  medical  technology.  The  devel¬ 
opment  of  vaccines,  penicillin,  and  other  drugs  led  to  the  control  of  many 
infectious  diseases.  Despite  a  relatively  low  level  of  medical  expenditures 
and  little  public  financing,  access  to  medical  care  was  apparently  sufficient 
to  ensure  a  general  dissemination  of  these  medical  gains. 

Since  1960  there  have  been  substantial  increases  in  expenditures  on  medi¬ 
cal  care.  Infant  mortality  rates  have  declined — from  24.7  deaths  in  the  hrst 
year  of  life  per  1,000  live  births  in  1%5  to  16.5  in  1974 — partly  because  of 
the  decline  in  high-risk  births  (e.g.,  births  that  are  a  mother’s  hfth  or  more) . 
However,  life  expectancy  at  age  one  has  barely  changed  for  males  since  1960, 
though  for  females  there  has  been  some  increase. 

Studies  of  the  relation  between  income  and  mortality  among  the  States 
indicate  that  higher  income  actually  tends  to  be  positively  associated  with 
higher  mortality,  even  though  expenditures  on  medical  care  increase  with 
income.  Many  of  the  factors  increasing  mortality,  such  as  pollution  and 
sedentary  white-collar  work,  are  also  associated  with  high  income.  Research 
studies  show  that,  after  controlling  for  these  factors  as  well  as  education  and 
income,  increases  in  health  expenditures  are  associated  with  declines  in  mor¬ 
tality,  but  the  effect  is  very  slight.  Moreover,  at  the  same  level  of  income 
and  health  expenditure,  increases  in  educational  attainment  are  strongly 
associated  with  lower  mortality.  * 
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Comparisons  across  developed  countries  also  indicate  that  there  is  no 
simple  relation  between  health  and  income  or  health  expenditures.  Among 
the  OECD  countries,  life  expectancy  for  males  at  age  10  tends  to  fall  some¬ 
what  as  income  measured  by  gross  domestic  product  (GDP)  increases,  even 
though  health  expenditures  seem  to  be  strongly  related  to  GDP.  A  fairly 
strong  negative  relation  is  found,  however,  between  infant  mortality  and 
income.  These  patterns  are  illustrated  by  the  contrast  between  Greece  and 
the  United  States.  Although  per  capita  GDP  is  about  4  times  higher  in  the 
United  States  and  per  capita  health  expenditures  are  10  times  as  high, 
life  expectancy  at  birth  is  72  years  for  Greek  males  and  67  years  for 
American  males.  For  females,  the  difference  is  smaller:  76  years  for  Greeks 
and  75  years  for  Americans.  And  infant  mortality  rates  are  higher  in  Greece: 
25.3  in  1973  compared  to  1 7.6  in  the  United  States. 

There  are  wide  differences  among  the  developed  countries  with  respect  to 
public  funding  and  provision  of  care,  which  some  believe  has  an  important 
effect  on  health,  particularly  of  the  poor.  The  United  States  tends  to  rely 
more  on  private  insurance  or  personal  expenditures  than  do  most  developed 
countries.  But  there  is  no  indication  that  access  to  physicians’  and  hos¬ 
pital  services  in  the  United  States  is  actually  more  restricted  than  in  coun¬ 
tries  with  nationalized  health  insurance  or  health  care.  For  example,  one 
study  of  visits  to  physicians  in  1964  compared  the  situation  in  the  United 
States  before  medicare  and  medicaid  with  that  in  Sweden,  where  a  substan¬ 
tially  greater  proportion  of  physicians’  services  are  paid  for  by  national  health 
insurance.  The  incidence  of  reported  symptoms  of  sickness  was  higher  in 
Sweden,  but  the  percentage  who  saw  a  doctor  when  they  had  a  symptom 
was  the  same  in  both  countries  (46  percent).  The  ratio  of  visits  to 
the  incidence  of  symptoms  was,  however,  somewhat  lower  in  the 
United  States  for  low-income  persons  (42  percent  versus  46  percent  for 
Sweden)  and  higher  for  high-income  persons  in  1964  (51  percent  versus 
48  percent  in  Sweden).  In  1971  a  second  survey  showed  an  increase  in  the 
ratio  for  all  income  levels  in  the  United  States  (50  percent) ,  with  the  lowest 
income  group  close  to  the  level  of  the  highest  income  group  (52  percent  and 
54  percent  respectively).  No  data  are  available  for  Sweden  in  1971.  These 
general  findings — that  in  the  United  States  there  are  a  similar  number  of 
visits  to  physicians  per  reported  symptom  as  in  other  developed  countries 
with  greater  subsidization  of  medical  care — are  conhrmed  by  other  studies 
comparing  a  broader  range  of  countries,  including  those  with  nationalized 
health  services. 

The  United  States,  however,  has  high  mortality  rates  despite  seemingly 
low  sickness  rates  and  high  utilization  of  medical  resources.  One  possible 
explanation  is  that  the  higher  mortality  in  the  United  States  is  not  the  result 
of  chronic  illness  susceptible  to  medical  treatment,  but  is  due  to  illness  less 
readily  affected  by  medical  technology.  The  unusually  high  rates  of  mortality 
in  the  United  States  from  cardiovascular  diseases  give  this  hypothesis  some 
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support.  These  diseases,  it  should  be  noted,  are  more  likely  to  be  influenced 
by  life-style  and  environmental  factors. 

When  health  and  income  are  compared  across  families  in  the  United 
States,  persons  with  low  incomes  are  found  to  have  poorer  health,  as 
measured  by  such  indexes  as  days  s{>ent  in  bed  and  infant  mortality  rates, 
than  those  with  high  income  who  live  in  the  same  area.  In  part,  the  relation 
occurs  because  sickness  can  cause  low  income.  But  as  was  the  case  with 
international  and  State  comparisons,  detailed  studies  cast  doubt  that  in¬ 
come  or  access  to  medical  resources  plays  a  significant  role  in  explaining  these 
differences  in  health.  In  fact,  in  recent  years  the  poor  have  spent  more  days 
in  the  hospital  and  visited  doctors  at  least  as  often  as  those  who  were  not 
poor.  Moreover,  as  noted  above,  a  similar  incidence  of  visits  to  physicians  per 
reported  symptom  was  found  for  high-  and  for  low-income  levels  in  1971. 
Even  taking  account  of  differences  in  sickness,  overall  access  to  treatment 
seems  fairly  equalized. 

Education  has  been  found  to  be  strongly  associated  with  health  in  the 
United  States  and  seems  to  account  for  the  positive  relation  between 
income  and  health  among  persons  living  in  the  same  area.  Even  when 
health  expenditures  are  held  constant,  the  relation  between  education  and 
health  is  important.  Education  could  affect  health  because  those  with  more 
education  are  more  aware  of  the  effects  on  health  of  smoking,  diet,  and 
exercise.  Evidence  suggests  that  people  with  more  education  are  more  skilled 
in  using  medical  resources  and  are  better  able  to  detect  warning  signals 
of  illness.  Of  course,  to  some  extent  the  chain  of  causation  may  also  run 
the  other  way:  those  with  better  health  may  also  obtain  more  schooling. 

These  studies  of  the  factors  affecting  health  status  suggest  that  large  addi¬ 
tional  expenditures  on  medical  care  may  be  a  very  costly  way  of  obtaining 
small  improvements  in  measured  health  status  for  this  country.  Apart 
from  medical  care,  there  are  other  ways  in  which  the  Nation’s  health 
may  be  improved.  New  advances  are  likely  to  result  from  research  on  medical 
technology  and  drugs,  as  in  the  past.  Rising  levels  of  education  should  tend 
to  improve  the  health  of  the  population.  More  important  may  be  further  re¬ 
search  on,  and  the  spread  of  current  knowledge  about,  the  effect  of  life-style 
and  environment  on  health  status. 

HEALTH  INSURANCE,  HEALTH  EXPENDITURES,  AND  FAMILY  INCOME 

Given  the  current  level  of  medical  resources,  it  is  important  to  distinguish 
between  the  effects  on  health  of  small  changes  in  medical  expenditures  and 
the  effects  of  the  absence  of  any  medical  care  at  all.  Because  medical  care  is 
beneficial,  and  the  incidence  of  serious  illness  is  generally  unpredictable, 
people  prefer  to  have  medical  insurance  so  that  large  unpredictable  expend¬ 
itures  can  be  more  easily  budgeted  on  a  routine  basis. 

A  large  proportion  of  the  U.S.  population  is  covered  by  private  health  in¬ 
surance.  On  the  basis  of  a  survey  of  households,  it  is  estimated  that  about 
78  percent  of  the  population  have  private  health  insurance  for  hospital  care 
and  76  percent  have  surgical  benefits. 


121 


Virtually  all  {lersons  65  years  old  and  over  are  covered  by  medicare. 
The  percentage  of  this  group  with  private  insurance  dropped  from  54  percent 
in  1962  to  45  percent  in  1%7  after  medicare  was  introduced.  Since  then, 
however,  an  increasing  proportion  have  been  purchasing  private  insurance 
which  supplements  medicare  by  paying  for  deductibles  and  coinsurance.  The 
low-income  elderly  are  eligible  for  medicaid,  which  supplemented  medicare 
lor  close  to  one-6fth  of  the  elderly  in  1974. 

According  to  household  survey  estimates,  in  1974  about  38  million  Ameri¬ 
cans  under  age  65  had  no  private  insurance  against  hospital  costs,  and  41 
million  were  without  surgical  insurance.  An  estimated  40  percent  (15  mil¬ 
lion)  of  the  uninsured  under  65  years  of  age  were  from  families  with  an 
annual  income  below  $6,400. 

However,  an  unknown  proportion  of  the  uninsured  have  other  sources  of 
coverage  or  access  to  free  or  low'-cost  care  provided  by  public  sources.  No 
unduplicated  count  of  those  receiving  benefits  under  all  programs  is  avail¬ 
able.  In  1974,  23  million  persons  received  medicaid  benefits  at  some  time  dur¬ 
ing  the  year,  of  whom  about  19  million  were  under  age  65,  including  14  mil¬ 
lion  AFDC  recipients.  In  fiscal  1975,  Veteran’s  hospitals  provided  free  hos¬ 
pitalization  to  1.1  million  persons  and  14.8  million  doctors’  visits  on  an  out¬ 
patient  basis.  The  miliary  provided  care  for  the  2  million  men  and  women  in 
the  Armed  Forces;  7  million  ex-military  personnel  and  their  dependents,  and 
the  dependents  of  current  military  personnel  were  eligible  for  care  under  the 
civilian  health  and  medical  care  program  for  the  uniformed  services 
(CHAMPUS).  Care  was  also  provided  to  Indians  and  others  through  the 
Public  Health  Service.  State  and  local  government  spending  for  health, 
excluding  medicaid,  exceeded  $8.5  billion  in  1975. 

Another  way  to  evaluate  the  extent  of  coverage  for  high-cost  medical 
expenses  among  the  poor  is  to  examine  the  data  on  expenditures  incurred 
and  sources  of  payment.  In  1970,  p)ersons  in  lower-income  families  (defined 
here  as  an  annual  income  of  $5,700  or  less  for  a  family  of  four)  incurred 
expenditures  of  $229  f)er  year  on  medical  care,  compared  to  expenditures  of 
$254  by  those  who  were  not  poor  (Table  36).  Sources  of  funding  differed, 
however:  medicare,  medicaid,  and  other  government  programs  paid  for 
46  percent  of  the  expenditures  of  lower-income  families,  compared  to  12 
percent  for  other  families,  who,  as  exp)ected,  relied  more  on  private  health 
insurance.  Out-of-pocket  medical  care  payments  averaged  $77  for  those 
with  lower  income  and  $127  for  those  with  higher  income. 

Hospital  expenditures  are  likely  to  be  less  discretionary  than  other  medical 
expenses,  and  the  poor  incurred  scwnewhat  higher  hospital  expenditures  than 
those  with  higher  incomes.  However,  both  groups  were  liable  for  only  a  small 
fraction  of  hospital  bills.  Mean  out-of-pocket  hospital  expenses  for  those 
requiring  a  hospital  stay  were  only  $14  for  the  poor  and  $16  for  others. 

Although  lower-income  groups  seemed  to  have  obta.ined  the  same  amount 
of  health  resources  as  others  in  1970,  mostly  subsidized  by  public  sources,  out¬ 
lays  on  health  consumed  a  larger  proportion  of  their  income.  Outlays  includ- 
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Table  36. — Expenditures  per  person  Joe  different  health  serviees  by  family  income  status  and 
source  of  payments,  1970 


Typ«  of  txpondituro  and  (amity 
income  statua  > 

Health  expenditures 
(dollars) 

Payment  as  percent  of  total  health  expenditures 

Total 

Out  of 
pockot 

Total 

Medicaid 
and  other 

free  care 

Madiesre 

Voluntary 

insuranco 

Out  of 
pocket 

Other 

sources* 

Total  oxponditures  par  parson.. 

24S 

116 

100 

11 

47 

4 

Bolow  noar  poverty . 

229 

77 

100 

34 

5 

.  Above  noar  poverty . 

254 

127 

HJ 

50 

5 

Inpatient  hospital  oxpondi* 

turos . 

104 

16 

100 

15j 

6 

Below  noar  poverty . 

113 

14 

100 

28 

12 

6 

Abova  noar  jMvorty . 

101 

16 

100 

13 

11 

53 

16 

7 

Physician  oxponditures . 

65 

33 

100 

8 

HR 

31 

51 

5 

Below  near  poverty . 

57 

22 

100 

28 

4 

Above  noar  poverty . 

67 

36 

100 

1 

HU 

Ha 

6 

Other  health  expenditures 

79 

100 

6 

■1 

1 

Below  noar  poverty . 

59 

100 

22 

3 

Above  near  poverty . 

86 

■1 

2 

■ 

HB 

1 

I  Nur  povarty  is  a  iMssur*  sbov*  th«  povtity  ttirpstiotd  us«d  by  ttM  Burtau  of  th«  Census.  H  was  $5,700  for  a  family  of 
four  in  19/0. 

I  Includas  fraa  and  non-fraa  cars  provided  by  Veterans  Administration  hospitals,  workers'  compensation,  and  military 
and  civilian  health  and  medical  care  programs  for  the  uniformed  services  and  their  families. 

•  Includes  espenditures  on  prescription  and  nonprescription  drugi  dental  care,  appliances  such  as  eyeglasses,  care  by 
nonphysician  medical  practitioners  (nurses,  psychologists,  Christian  Science  practitioners),  ambulance  service,  other  out* 
patient  services,  and  supplies. 

Note.— Detail  may  not  add  to  totals  because  of  rounding. 

Source:  Department  of  Health,  Education,  and  Walfare  (Bureau  of  Health  Services  Research  and  Evaluation). 


ing  both  out-of-pocket  expenditures  and  payments  for  health  insurance 
premiums  were  estimated  to  be  9  percent  of  income  on  average  for  lower- 
income  families  and  4  percent  for  higher-income  families. 

It  appears  that  a  small  proportion  of  the  population  experiences  cata¬ 
strophic  medical  expenditures  relative  to  their  income  in  any  year.  In  1970, 

1  percent  of  all  families  were  estimated  to  incur  medical  and  psychiatric  ex¬ 
penditures  of  $5,000  or  more.  Eighty  percent  of  the  expenditures  over  $5,000 
were  |>aid  for  by  private  insurance,  medicare,  medicaid,  and  sources  other 
than  the  family.  About  8  percent  of  all  families  had  outlays  (out-of-pocket 
expenses  plus  insurance  premiums)  of  $1,000  or  more,  of  which  40  percent 
represented  routine  payments  for  insurance  premiums.  For  lower-income 
families,  2  percent  had  outlays  of  $1,000  or  more  during  the  year;  and  at 
higher  income  levels,  10  percent  had  such  outlays.  These  medical  outlays 
which  include  out-of-pocket  expenses  and  insurance  premiums  exceeded  15 
percent  of  income  for  10  percent  of  all  families,  and  the  proportion  was  25 
percent  for  lower-income  families  and  4.5  percent  for  higher-income  families. 
These  estimates  overstate  the  relation  between  outlays  and  income,  how¬ 
ever,  because  lower-income  families  with  large  health  outlays  are  more 
likely  to  have  a  current  income  that  is  temporarily  depressed  below  the  usual 
level  because  of  the  sickness  of  an  earner. 

The  data  reviewed  on  expenditures  and  outlays  refer  to  1970.  Since  then, 
medicaid  has  expanded:  from  serving  15.5  million  persons,  it  served  23  mil¬ 
lion  persons  in  1974,  and  third-party  payments  (both  public  and  private) 
have  accounted  for  a  larger  share  of  all  expenditures. 
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Most  Americans  do  have  some  coverage  for  health  expenditures  through 
public  or  private  insurance  or  publicly  provided  care.  However,  it  is  believed 
that  a  substantial  proportion  do  not  have  coverage  for  very  large  medical 
expenses  relative  to  their  income  and  assets,  although  it  is  also  believed  that 
such  coverage  is  spreading  rapidly.  The  Administration  has  proposed  pro¬ 
viding  catastrophic  health  insurance  coverage  for  medicare  participants. 
This  proposal  is  discussed  below. 

RESOURCE  ALLOCATION  AND  COSTS 

One  of  the  major  concerns  about  medical  care  is  the  sharp  rise  in 
costs.  Since  1950  the  medical  component  of  the  CPI  has  increased  much 
faster  than  the  overall  CPI  (Table  37). 

Prices  of  hospital  services  have  increased  at  a  much  faster  rate  than 
physicians’  fees  or  other  medical  services.  In  part  this  is  the  result  of  an 
increase  in  the  quality  of  hospital  services  not  fully  reflected  in  the  CPI.  As 
indicated  in  Table  37,  when  total  hospital  expenditures  fier  patient  day  are 
deflated  by  a  crude  price  index  for  hospital  inputs,  it  appears  that  increases 
in  real  resources  explain  a  substantial  amount  of  the  rate  of  increase  in 
expenditures  per  patient  day.  During  the  5-year  period  since  medicare  and 
medicaid  were  introduced,  1965  to  1970,  the  rate  of  increase  of  real  resources 
p>er  patient  day  nearly  doubled  and  accounted  for  about  one-half  of  the 
nominal  increase  in  hospital  expenses  per  patient  day. 


Table  Zl.— Changes  in  prices  of  various  medical  and  hospital  services  and  expenses,  1950-75 
|P«rc«nt  change;  annual  rate] 


Consumer  pricM 


Hospital  expenses  and  services 
per  patient  day  < 


Period 

All 

items 

All  services 

Medical  care  services 

Expenses  > 

Real  expenses' 

less  medical 
care  services 

All' 

Semiprivate 

room 

Physicians' 

fees 

Assump¬ 
tion  A  • 

Assump¬ 
tion  B  • 

Annual  average; 

H 

■I 

1950  to  1955 . 

2.2 

'3.8 

4.2 

6.9 

3.4 

8.2 

Bll 

1955  to  1960 . 

2.0 

'3.3 

4.4 

6.3 

3.3 

6.9 

1960  to  1965 . 

1.3 

1.8 

3.1 

5.8 

2.8 

6.7 

1965  to  1970 . 

4.2 

5.4 

7.3 

13.9 

6.6 

12.7 

1970  to  1975 . 

6.7 

6.3 

7.6 

10.2 

6.9 

12.5 

4.8 

5.1 

Change  from  preced- 

'"li?:; . 

4.3 

5.3 

7.3 

12.2 

6.9 

13.2 

4.5 

6.6 

1972 . 

3.3 

3.8 

3.7 

6.6 

3.1 

13.4 

6.5 

7.8 

1973 . 

6.2 

4.3 

4.4 

4.7 

3.3 

7.6 

2.8 

1.6 

1974 . 

11.0 

9.2 

10.7 

9.2 

11.2 

3.7 

2.5 

1975 . 

9.1 

9.1 

12.6 

17.2 

12.3 

17.6 

6.5 

7.3 

I  Beginning  1965,  patient  days  have  been  adjusted  for  outpatient  visits. 

>  Includes  some  medical  care  services  not  shown  separately. 

>  Based  on  data  reported  by  the  American  Hospital  Association  for  community  hospitals  for  year  ending  September  30. 

*  Labor  and  nonlabor  inputs  adjusted  for  price  changes. 

'  Deflated  by  a  weighted  average  of  the  consumer  price  index  and  an  index  of  hospital  wages. 

*  Deflated  by  a  weighted  average  of  the  consumer  price  index  and  adjusted  hourly  earnings  index  in  the  private  nonfarm 
economy. 

’  Change  for  all  services. 

Sources;  Department  of  Labor  (Bureau  of  Labor  Statistics),  American  Hospital  Association,  and  Council  of  Economic 
Advisers. 
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Resistance  by  taxpayers  to  the  increasing  burden  of  medicare  and  medic¬ 
aid,  and  pressures  to  restrain  medical  costs  have  led  in  the  past  to  pres¬ 
sures  for  a  more  formal  mechanism  to  control  costs.  During  the  period  of 
the  Economic  Stabilization  Program,  starting  in  August  1971  and  ending 
April  1974,  the  health  industry  was  placed  under  more  stringent  price 
controls  than  most  industries.  In  addition  to  price  ceilings  on  individual 
services,  controls  were  also  placed  on  the  increase  in  total  annual  hospital 
expenditures.  These  controls  in  effect  curtailed  the  amount  as  well  as  the 
price  of  the  service  provided.  From  1972  to  1973  increases  in  hospital 
resource  use  per  patient  day  did  slow.  However,  it  is  not  clear  whether  the 
slower  growth  rate  represented  a  gain  in  efficiency  through  a  more  careful 
use  of  resources,  a  curtailment  of  quality  improvements  that  would  have 
been  desirable,  or  less  efficiency  through  a  greater  rate  of  admission  of  less 
serious  cases.  Since  the  end  of  controls,  real  hospital  resources  have  increased 
at  a  very  rapid  rate,  partly  to  “catch  up”  and  perhaps  partly  in  anticipation 
of  a  permanent  controls  program.  Hospital  expenses  per  patient  day  in¬ 
creased  at  the  very  high  rate  of  18  percent  from  1974  to  1975. 

Some  of  this  expansion  in  medical  resources  is  probably  a  desired  quality 
improvement.  There  is  considerable  evidence,  however,  that  much  is  a  conse¬ 
quence  of  the  growth  of  private  insurance  and  public  funding,  which  has  led 
to  a  system  where  “third  parties”  pay  for  an  increasing  share  of  medical 
services,  particularly  hospital  services.  The  most  common  form  of  health 
insurance  has  low  or  no  deductibles  and  low  cost-sharing  (coinsurance), 
especially  for  hospital  care.  This  type  of  coverage  has  been  shown  to  have  a 
substantial  effect  on  the  price  and  quantity  of  services.  For  example,  families 
with  insurance  have  a  greater  number  and  longer  length  of  stays  in  hospitals 
and  more  visits  to  physicians.  The  patients  may  themselves  prefer  this  extra 
health  care  because  the  extra  cost  to  them  is  small.  In  addition,  hospitals 
and  doctors,  knowing  that  most  of  the  costs  will  be  paid  by  third  parties  who 
are  not  in  a  position  to  decide  on  what  services  should  be  provided,  are  also 
likely  to  expand  the  quality,  quantity,  and  price  of  their  services.  As  a  result, 
patients  receive  services  that  they  would  not  value  enough  to  pay  for  if  they 
were  given  additional  income  equal  to  the  cost  of  the  service.  In  this  way  too 
many  resources,  and  probably  not  the  optimal  kind,  are  allocated  to  medical 
services.  The  system  encourages  the  development  and  use  of  high-cost  tech¬ 
niques  and  a  reliance  on  institutional  rather  than  home  care. 

Unlike  most  other  forms  of  insurance,  private  health  insurance  is  largely 
purchased  through  the  employer  in  a  group  policy.  This  practice  has  been 
substantially  encouraged  by  the  income  tax  and  payroll  tax  systems,  which 
exempt  from  taxation  the  employer’s  contribution  for  this  form  of  insurance 
even  though  it  is  really  an  addition  to  the  worker’s  income.  Up  to  a  point, 
it  is  to  the  mutual  benefit  of  employer  and  employee  to  favor  wage  increases 
in  the  form  of  untaxed  fringe  benefits  rather  than  in  cash.  As  workers  have 
moved  into  increasingly  higher  marginal  tax  brackets,  this  incentive  has 
increased.  In  1953  employers  paid  all  of  the  costs  for  health  insurance 
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premiums  for  10  percent  of  employees  and  none  of  the  costs  for  41  per¬ 
cent.  By  1970  employers  paid  alj  of  the  costs  for  39  percent  and  none  of 
the  costs  for  only  8  jjercent.  The  Government  further  reduces  the  cost  of 
insurance  by  allowing  a  deduction  under  the  jjersonal  income  tax  of  half 
the  cost  of  premiums  paid  by  the  taxpayer  up  to  $150.  .Ml  medical  expendi¬ 
tures,  including  the  other  half  of  the  premium  cost,  that  exceed  3  percent  of 
income  may  also  be  deducted.  Estimated  tax  losses  in  fiscal  1977  are  $4.2 
billion  for  exclusion  of  employers’  contributions  and  $2.1  billion  for  itemized 
medical  deductions,  including  insurance  premiums. 

As  a  result  of  these  tax  subsidies,  the  cost  to  the  consumer  of  paying  for 
medical  care  indirectly  throu^  insurance  is  sharply  reduced.  Indeed,  it  has 
been  estimated  that  in  1975  the  Federal  Government  paid  20  to  22  percent 
of  the  premium  costs  of  insurance  through  forgone  tax  receipts.  Even  taking 
into  account  the  insurance  companies’  administrative  costs  and  the  costs 
of  induced  additional  medical  care,  a  result  of  the  tax  subsidy  is  that 
families  with  group  coverage,  paid  for  at  least  in  part  by  the  employer,  spend 
less  on  medical  care  by  buying  insurance  than  they  would  have  done  by 
paying  directly.  In  an  unsubsidized  market,  consumers  would  have  the  in¬ 
centive  to  pay  out  of  pocket  for  routine  budgetable  medical  care  and  to 
confine  their  insurance  to  very  large  and  unpredictable  expenditures.  Faced 
with  insurance  at  a  substantial  discount,  they  are  induced  to  buy  more 
comprehensive  insurance,  covering  expenditures  from  the  first  dollar. 

The  problems  of  insurance  are  exacerbated  in  the  case  of  medicare  and 
medicaid  because  the  mechanism  of  higher  premiums,  which  may  provide 
weak  incentives  to  economize  in  our  subsidized  private  insurance  market, 
hardly  works  at  all  in  the  public  system.  Although  there  are  medicare  de¬ 
ductibles,  there  is  no  copayment  for  the  first  60  days  of  hospital  care.  Ui.der 
medicaid  there  are  generally  no  deductibles  and  no  coinsurance  for  hospital 
and  physicians’  services. 

Perhaps  the  main  feature  that  fosters  cost  increases  is  the  method  by  which 
medicare,  medicaid,  and  most  Blue  Cross  policies  reimburse  the  hospitals. 
These  insurers  pay  a  share  of  the  hospital’s  costs,  based  on  the  percentage 
of  all  costs  accounted  for  by  their  respective  beneficiaries.  Because  hospitals 
have  the  assurance  that  a  large  percentage  of  their  revenues  will  be  based 
on  cost  reimbursement,  there  is  little  direct  restraint  to  keep  costs  down.  The 
Federal  Government  is  now  experimenting  with  prospective  reimbursement 
schemes,  whereby  hospitals  are  told  in  advance  how  much  they  will  be 
reimbursed  per  unit  of  service  provided  (e.g.,  patient  admissions,  patient 
days). 

MEDICAID  AND  MEDICARE  PROPOSALS 

Medicare  and  medicaid  have  an  important  role  to  play  because  many 
of  the  p)oor  and  aged  have  difficulty  financing  health  insurance  premiums, 
deductibles,  and  cost-sharing.  In  part,  medicaid  has  expanded  the  use  of 
medical  services  by  the  pKX>r  and  has  changed  patterns  of  use  from  the 
public  hospital  or  charity  clinic  to  private  doctors  and  nonpublic  hospitals. 
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'  Medicaid  benefits  are  unevenly  distributed  across  States,  however^  with  some 

!  of  the  wealthiest  States  receiving  more  than  four  times  as  much  Federal 

money  per  low-income  person  as  poorer  States.  In  addition  many  other 
I  health  care  programs  are  funded  under  narrow  categorical  legislation  which 

'  makes  coordination  difficult. 

For  these  reasons  the  President  has  proposed  to  merge  medicaid  and  15 
j  other  programs,  such  as  mental  health  services  and  neighborhood  centers,  to 

I  form  a  single  State  block  grant  for  health  services  under  the  proposed  Fi¬ 

nancial  Assistance  for  Health  Care  Act.  The  grant  would  be  distributed 
among  States  according  to  such  specific  measures  of  need  as  the  number  of 
low-income  persons.  This  would  replace  the  present  method  of  determining 
the  distribution  of  medicaid  funds,  and  funds  for  other  formula  and  project 
grants,  which  use  a  wide  variety  of  often  arbitrary  criteria  such  as  narrow 
categories  of  disease  or  family  status.  The  new  formula  grant  would  redis¬ 
tribute  Federal  funds  more  equitably,  since  need  would  be  the  basic  cri¬ 
terion.  The  new  formula  grant  proposes  Federal  funding  of  $10  billion  for 
fiscal  1977. 

Under  the  proposed  legislation.  States  would  be  provided  with  maxi¬ 
mum  flexibility  to  allocate  their  funds  among  programs.  In  addition.  States 
would  be  required  to  undertake  planning  and  cost  control  activities  and 
I  would  also  be  able  to  experiment  with  different  forms  of  giving  the  aid — 

I  whether  through  insurance  vouchers,  Health  Maintenance  Organizations,  or 

direct  State  provision.  Thus  some  innovations  in  health  financing  which 
would  have  implications  for  slowing  the  increase  in  medical  costs  may  be 
stimulated. 

The  Administration  has  also  proposed  the  Medicare  Improvements  Act 
of  1976,  which  would  provide  better  protection  for  the  elderly  and  disabled 
I  from  catastrophic  health  expenses  and  would  also  help  to  control  costs. 

Under  the  cost-sharing  reforms,  beneficiaries  would  p)ay  the  deductible  and 
10  percent  of  hospital  and  nursing  home  charges  until  the  proposed  maxi¬ 
mum  of  $500  in  out-of-pocket  expenditures  is  reached,  after  which  the  Gov¬ 
ernment  would  pay  all  costs  for  covered  services.  For  physicians’  services, 
beneficiaries  would  pay  a  deductible  of  $77  per  year  and  20  percent  of  the 
charges,  up  to  a  proposed  $250  of  out-of-pocket  expenditures.  All  expendi¬ 
tures  above  that  would  be  paid  by  the  Government.  It  is  also  proposed  to 
limit  annual  increases  in  Federal  reimbursements  to  medical  care  providers 
to  7  percent  for  a  day  of  hospital  care  and  4  percent  for  physicians’  services. 
These  measures  are  expected  to  result  in  Federal  cost  savings  of  $2.2  billion 
in  1977  compared  to  expected  costs  under  the  current  medicare  provisions. 
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CHAPTER  4 


The  World  Economy  in  1975 

The  1974-75  RECESSION  APPEARS  TO  DIFFER  from  previous 
recessions,  not  only  in  its  breadth  and  depth  but  also  in  the  length  of 
time  it  is  taking  for  recoveries  to  take  hold.  Although  the  fall  in  activity 
rates  generally  seems  to  have  halted  by  the  end  of  summer,  in  many 
countries  recoveries  seem  slow  and  appear  fragile.  The  quintupling  of  the 
price  of  oil  over  the  past  several  years  has  been  a  major  factor  deepening  the 
world  recession  and  inhibiting  economic  recovery.  First,  it  ensured  the  simul¬ 
taneity  of  the  recessions  in  many  countries.  Second,  structural  changes  nec¬ 
essary  to  adjust  to  the  increased  cost  of  energy  have  compx>unded  the  un¬ 
certainties  created  by  the  inflationary  wave  of  1972-73. 

Because  of  the  historically  very  strong  inflationary  pressures  that  preceded 
the  downturn  and  persisted  well  into  the  recession,  authorities  in  many 
countries  were  cautious  in  the  timing  and  degree  to  which  they  moved 
toward  expansionary  policies  late  in  1974  and  in  early  1975.  Since  mid- 
1975,  however,  the  thrust  of  policy  has  become  broadly  expansionary  in 
almost  every  industrial  country  and  policy  measures  put  in  place  have  cumu¬ 
lated  to  impart  a  very  considerable  stimulus.  As  a  result,  individual  econo¬ 
mies  now  seem  to  be  poised  for  a  return  to  acceptable  growth  paths,  par¬ 
ticularly  since  private  sector  assets  have  increased  and  liquidity  positions 
have  improved  considerably  over  the  past  year.  Recoveries  could  therefore 
broaden  out  very  quickly.  Just  as  the  downturn  was  deepened  because 
activity  fell  at  the  same  time  in  many  countries,  recovery  paths  may  become 
considerably  steeper  than  now  appears  likely  because  upturns  in  individual 
countries,  led  by  the  recovery  in  the  United  States,  are  beginning  to  re¬ 
inforce  each  other. 

THE  CURRENT  STATE  OF  THE  CYCLE 

By  early  1975  the  slowdown  in  economic  activity  that  had  started  in  late 
1973  in  a  number  of  industrial  countries  had  broadened  into  the  most  wide¬ 
spread  recession  since  World  War  II.  By  May,  industrial  output  in  the 
Organization  for  Ek:onomic  Coop>eration  and  Development  (OECD)  area 
had  fallen  to  a  trough,  12  percent  below  the  cyclical  peak  reached  in 
November  1973.  This  drop  in  economic  activity  in  the  industrial  countries 
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necessarily  had  severe  repercussions  throughout  the  rest  of  the  world.  Conse¬ 
quently  in  1975  the  volume  of  world  trade  registered  its  first  significant 
decline  in  three  decades.  At  the  low  point  in  the  first  quarter  of  1975  the  flow 
of  goods  across  national  borders  was  11  percent  below  its  historical  high, 
reached  in  the  second  quarter  of  1974.  With  the  broadening  and  deepen¬ 
ing  of  the  recession,  the  thrust  of  economic  policy  in  most  major  industrial 
countries  turned  increasingly  expansionary  during  the  year. 

The  bottom  of  the  recession  appears  to  have  been  reached,  at  least  for 
most  industrial  countries,  sometime  during  the  summer  of  1975.  The  recov¬ 
ery  first  became  apparent  in  the  United  States  and  Jaf>an  early  in  the 
year  and  is  now  in  train  in  Germany  and  France.  In  the  other  major 
economies  the  downward  trend  seems  to  have  been  halted.  But  the  under¬ 
lying  strength  of  a  broad  upturn  in  activity  is  contingent  upon  the  restora¬ 
tion  of  confidence  in  the  private  sector. 

DOMESTIC  DEMAND 

In  the  major  foreign  industrial  countries  the  stabilization  of  economic 
activity  around  mid-1975  was  largely  the  result  of  previous  increases  in 
government  expenditures  and  the  ending  of  the  inventory  adjustment. 
Earlier  in  1975  inventory  decumulation  constituted  a  considerable  drag  on 
activity  almost  everywhere.  By  midyear  reduced  liquidation  of  inventories 
began  to  lend  some  support  to  industrial  activity,  and  by  the  autumn  in¬ 
dustrial  production  was  moving  up,  albeit  slowly,  in  an  increasing  number 
of  countries  (Table  38) . 


Table  38. — Changes  in  industrial  production  in  selected  industrial  countries,  1974-75 
IPtrccnt  chtnit;  seasonally  adjustedi 


Country 

Peak 

Peak  to 
Decem¬ 
ber 

1974 

Peak  to 
June 
1975 

From  preceding  month  in  1975  to: 

July 

August 

Sep¬ 

tember 

October 

Novem¬ 

ber 

Unitod  Stitos . 

Nov. 

1973 

—7.9 

-12.9 

1.0 

■n 

1.8 

0.4 

0.5 

1974 

—3.2 

-5.8 

—.3 

—1.2 

—.5 

Jipin . 

Nov. 

1973 

-16.4 

-16.9 

2.2 

—1.5 

1.6 

.6 

-1.1 

Franco . 

Aug. 

1974 

—11.6 

-12.4 

-2.7 

0 

-.9 

2,8 

0 

Germany . 

May 

1974 

-8.0 

-9.7 

-2.0 

2.0 

2.0 

1.0 

1.9 

1  Italy . 

Apr. 

1974 

—15.0 

—13.9 

1.8 

—15.4 

19.1 

—.3 

1.8 

1  United  Kinfdom . 

Oct 

1973 

—7.7 

—10.7 

.9 

-1.8 

1.7 

1.2 

.1 

Source:  National  sources. 


Final  demand,  however,  has  not  turned  up  decisively.  One  relatively 
bright  spot  in  the  private  demand  situation  is  the  positive  response  of  resi¬ 
dential  construction  activity  to  easier  monetary  policy  and  to  direct  fiscal 
measures.  But  the  upturn  in  private  consumption  demand  has  remained  hesi¬ 
tant,  except  in  the  United  States,  and  so  far  has  been  unable  to  provide 
the  consumption-led  upswing  hoped  for  in  a  number  of  countries.  This 
reflects  in  part  developments  in  the  growth  of  disposable  personal  incomes. 
In  real  terms  disposable  incomes  have  grown  only  slowly,  despite  the 
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lessening  of  price  pressures  and  the  adoption  of  various  fiscal  measures 
designed  to  support  the  growth  of  income.  Incomes  have  been  affected  first 
and  foremost  by  the  large  rise  in  unemployment,  although  income  mainte¬ 
nance  programs  have  tended  to  offset  a  significant  part  of  earnings  losses. 
In  addition,  increases  in  wage  rates  have  slowed  considerably,  and  wage 
drift  has  diminished  because  of  the  deteriorating  employment  situation  and 
rising  short-time  work. 

Perhajjs  equally  important  for  the  behavdor  of  consumer  markets  was  the 
rise  in  household  saving  rates  to  postwar  highs  during  the  year  (Table  39). 
To  some  extent  the  increase  in  the  propensity  to  save  in  many  industrial 
countries  was  directly  related  to  the  recession.  It  reflected  uncertainties 
about  the  employment  outlook  and  the  large  fall  in  the  demand  for  housing 
and  durable  goods.  These  purchases  usually  require  large  down  payments 
which  are  often  financed  by  drawing  down  savings  and  substantial  borrow¬ 
ing  which  implies  additional  dissavings.  But  in  large  part,  saving  rates  also 
increased  because  of  the  inflationary  environment  of  the  past  several  years. 
Real  financial  assets  were  eroded  significantly  during  1972-75;  and  the  large 
price  rises  for  goods  and  services  purchased  frequently,  such  as  food  and 
fuel,  reduced  discretionary  spending  power  and  led  to  an  increase  in  pre¬ 
cautionary  savings.  The  desire  to  rebuild  real  asset  positions  and  renewed 
uncertainties  about  price  prospects  help  explain  why  saving  rates,  although 
declining  somewhat,  have  remained  remarkably  high.  (For  a  fuller  dis¬ 
cussion  of  saving  behavior  in  the  United  States,  see  Chapters  1  and  2.) 


Table  39. — Personal  or  household  saving  rates  in  selected  industrial  countries,  1965—75 
(PaiCMit;  seasonally  adjusted! 


Country 

1965-72 

avirigt 

1970 

1973 

1974 

1975 

1 

II 

III 

6.7 

7.4 

8.0 

7.5 

7.2 

9.9 

7.9 

Japan . 

19.1 

20.3 

22.  S 

24.3 

24.0 

23.5 

24.3 

Garmany.. . . . 

13.0 

14.0 

14.1 

14.8 

16.5 

17.0 

15.0 

Unitad  Kingdom . . 

8.8 

9.1 

11.3 

12.7 

14.2 

13.0 

13.7 

Note.— For  the  United  States  and  the  United  Kingdom,  the  rate  is  personal  saving  as  percent  of  personal  disposable 
income.  For  other  countries,  the  rite  is  household  saving  as  percent  of  disposable  income. 


Source:  National  sources. 

During  the  second  half  of  1975  retail  sales  were  generally  increasing  and 
consumer  surveys  indicated  a  moderate  improvement  in  the  way  private 
households  were  judging  economic  prospects.  But  unemployment  continued 
to  increase,  or  at  any  rate  did  not  decline  (Table  40).  By  late  1975  the 
number  of  unemployed  in  Western  Europe  reached  postwar  highs  and  on 
average  was  almost  twice  as  large  as  in  1974.  And  unless  certain  income 
maintenance  programs  are  extended,  payments  may  begin  to  decline. 

With  the  decline  in  demand,  price  pressures  have  been  reduced.  The  mod¬ 
eration  in  the  rate  of  price  increases  has  in  fact  been  dramatic  in  a  number 
of  countries,  especially  in  comparison  with  the  performance  in  1974  (Table 
41 ) .  But  in  most  countries  the  progress  on  the  price  side  appears  to  be  slow- 


Table  40. — Unemployment  rates,  adjusted  to  US.  concepts,  in  selected  industrial  countries, 

1962-75 


(Percent'  ;  seasonelly  adjusted! 


Country 

1962-72 

average 

1973 

1974 

1 

19 

II 

75 

III 

IV 

Unitod  States . 

4.7 

4.9 

5.6 

8.1 

8.7 

8.6 

8.5 

Canada . 

5.1 

5.6 

5.4 

7.0 

7.3 

7.2 

7.1 

Japan . 

1.3 

1.3 

1.4 

1.7 

1.8 

1.9 

>2.2 

Franca . 

2.1 

2.9 

3.1 

3.9 

4.2 

4.4 

>4.6 

.6 

1.0 

2.1 

3.2 

4.6 

>4.6 

3.6 

3.8 

3. 1 

3.0 

4.0 

3.6 

Great  Britain . 

3.1 

2.9 

2.9 

3.5 

4.3 

5.6 

5.7 

■  Unemployment  as  percent  of  the  civilian  labor  force. 

» October. 

*  October-November  average. 

Note. — The  quarterlv  adjusted  data  for  the  European  countries  make  use  of  annual  adjustment  factors  and  should  be 
viewed  as  approximate  indicators  under  U.S.  concepts.  These  data  should  be  viewed  as  approximate  only  because  of  the 
difficulty  in  adjusting  very  disparate  concepts. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 


Table  41. — Changes  in  consumer  prices  in  selected  industrial  countries,  1962-75 
(Percent  change;  annuil  late) 


Country 

1962-72 

annual 

average 

1974 

1975 

1 

If 

III 

Oct 

Nov 

United  Stales . 

3.3 

12.2 

6.3 

7.3 

7.7 

7.3 

7.3 

Canada . 

3.3 

12.5 

7.2 

11.8 

11.0 

iapan . 

5.7 

21.5 

7.3 

15.0 

7.2 

19.2 

-6.7 

Franca . 

4.4 

15.2 

11.3 

9.8 

9.3 

9.2 

7.7 

Germany . 

3.1 

5.9 

7.9 

8.7 

1.5 

3.5 

3.5 

Italy . 

4.3 

25.0 

10.3 

12.9 

7.5 

13.1 

13.7 

United  Kingdom . 

4.9 

19.2 

27.8 

48.0 

10.3 

17.0 

14.3 

Note. — Change  from  1962-72  is  based  on  annual  data.  Changes  for  1974  and  the  quarters  of  1975  are  based  on  data  for 
end  of  month  in  period.  The  monthly  changes  are  simple  annual  rates  (monthly  change  times  12).  Quarterly  changes  are 
compounded  annual  rates. 

Source:  National  sources. 


ing,  and  inflation  rates  remain  unacceptably  high.  Higher  food  and  energy 
prices  and  some  increases  in  the  prices  of  manufactured  goods  are  putting 
pressures  on  price  levels  well  before  the  productivity  gains  that  normally 
accompany  recoveries  have  had  their  full  downward  effect. 

With  the  lessening  of  price  pressures,  new  wage  contracts  have  also  mod¬ 
erated  in  some  countries.  But,  because  less  progress  has  been  made  in  con¬ 
taining  inflation  elsewhere,  a  number  of  countries — for  example,  Canada, 
the  United  Kingdom,  Belgium,  Finland,  and  some  other  smaller  coun¬ 
tries — have  instituted  some  type  of  incomes  policy. 

The  evolution  of  consumption  demand  and  interest  rate  movements  naay 
be  crucial  to  the  eventual  support  the  recovery  can  derive  from  a  resumption 
of  investment  spending.  Capacity  utilization  is  at  very  low  levels  over  a  wide 
range  of  industries  in  many  countries.  Consequently,  private  investment 
intention  surveys  have,  until  recently,  shown  continuous  downward  revisions 
of  projected  expenditures.  Latest  surveys  indicate  that  the  erosion  of  busi¬ 
ness  confidence  may  have  come  to  a  halt,  but  strong  support  to  activity 
should  not  be  expected  from  the  side  of  private  investment  expenditures 
over  the  next  several  quarters. 
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EXTERNAL  DEMAND 


At  the  same  time  that  private  consumption  expenditures  failed  to  impart 
the  upward  impetus  to  economic  activity  ho|)ed  for  earlier  in  1975,  external 
demand  fell.  Countries  experiencing  a  fall  in  internal  demand  in  earlier 
periods  generally  derived  support  to  the  level  of  economic  activity  from 
foreign  trade.  But  trade  during  the  1974-75  recession  failed  to  conform 
to  this  pattern  because  the  cyclical  downturn  was  simultaneous  across  coun¬ 
tries.  Trade  volumes  fell  significantly  for  the  first  time  in  postwar  history, 
mainly  because  of  a  drop  in  demand  among  industrial  countries  for  each 
other’s  products. 

Imports  of  major  industrial  countries  began  to  decline  in  the  autumn  of 
1974,  reflecting  both  weak  final  demand  and  inventory  decumulation. 
The  latter  may  have  been  particularly  important  because  of  the  generally 
high  import  content  of  inventories  in  many  countries.  In  value  terms  the  fall 
in  imports  amounted  to  almost  7  percent  between  the  second  half  of  1974  and 
the  first  half  of  1975,  and  in  volume  terms  imports  fell  by  11  percent. 
Exports  of  industrial  countries  also  fell  during  the  first  8  months  of  1975, 
but  less  than  imports  (Table  42).  Exports  to  OPEC  and  to  Communist 
countries  have  continued  to  grow,  and  shipments  to  lesser  developed  coun¬ 
tries  which  are  not  members  of  OPEC  (non-oil  LDCs)  have  been  reduced 
relatively  little.  The  fact  that  a  large  number  of  non-oil  LDCs  have  been 
able  to  maintain  their  import  levels  in  the  face  of  falling  demand  in  indus¬ 
trial  countries  and  rising  oil  prices  largely  reflects  their  much  above  aver¬ 
age  export  earnings  in  the  2-year  period  to  mid- 1974.  In  addition,  indus¬ 
trial  countries,  seeking  to  bolster  their  export  activity  as  domestic  demand 
shrank,  increased  their  extension  of  trade  credits.  Because  of  the  cyclical 
fall  in  imports  and  the  somewhat  better-sustained  level  of  exjxjrts,  there 
have  been  significant  shifts  out  of  deficit  in  the  trade  balances  of  the  indus¬ 
trial  countries.  These  shifts  are  mirrored  by  larger  deficits  of  non-oil  LDCs 
and  shrinking  surpluses  of  OPEC. 

With  the  recession  bottoming  out  around  midyear,  import  demand  in  the 
large  industrial  countries  stabilized  during  the  summer  months,  and  trade 
among  industrial  countries  appears  to  have  resumed  its  growth  in  the  second 
half  of  1975.  But  increases  in  world  trade  are  likely  to  be  constrained  to  some 
extent  by  a  deceleration  in  the  growth  of  import  demand  of  OPEC  and  by  a 
possible  slowdown  in  shipments  to  non-oil  LDCs. 

Although  the  slide  in  the  exjx)rts  from  LDCs  to  the  larger  industrial  coun¬ 
tries  seems  to  have  been  halted  in  recent  months,  the  fall  in  commodity  prices 
from  their  cyclical  peaks  has  yet  to  be  reflected  fully  in  earnings  figures. 
There  is  usually  a  considerable  lag  between  a  change  in  spot  prices  and  a 
change  in  unit  values  of  trade  because  a  fair  amount  of  trade  moves  under 
long-run  contracts  and  contract  rates  take  some  time  to  adjust  to  new  spot 
prices.  Lags  also  occur  between  the  time  orders  are  placed  and  prices  agreed 
upon  and  the  time  of  actual  shipments;  hence  trade  values  at  any  given  time 
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Table  42. — Mmhandist  trad*  in  stUcUd  industrial  eountrits,  1973^75 


IBHIions  of  U.S.  dotUr«>;  Mafonally  adjutlad  annual  ratnaj 


1 

1974 

1 

1975 

Country  and  trado  itom 

1973 

1974 

III 

IV 

j 

!  ' 

II 

111 

Oct-Nov 

!  avaraia 

United  States: 

Exports . 

71.4 

! 

100.1 

106.4 

1 

1018 

1  102.8 

1019 

1 

i  110.9 

Imports . 

Bala  net . 

70.4 

103.6 

109.4 

i  111.9 

i  101.4 

89.3 

98.8 

i  101.8 

1.0 

-5.3 

-9.3 

1 

i 

1 

11 

1  9.7 

six  othoi  industrial 
eountrlos: 

Exports . 

217.0 

291.1 

304.2 

308.2 

317.0 

310.3 

296.9 

299.7 

Impo'ts . 

Balanca . 

207.9 

294.7 

309.7 

307.7 

300.8 

290.1 

291.3 

303.4 

9.2 

-3.8 

-5.6 

.5 

16.4  1 

20.1 

j  5.5 

-3.8 

Canada: 

Exports . 

25.4 

33.1 

34.5 

34.3 

32.2 

32.0 

1  31.9 

315 

Imports . 

Balanet . 

22.7 

31.5 

33.6 

34.3 

34.0 

32.7 

32.9 

34.6 

2.7 

1.6 

.9 

-.1 

-1.8 

-.7 

-1.0 

-1.1 

Japan: 

1 

1 

Exports . 

36.3 

54.5 

56.9 

60.1 

58.6 

54.8 

51.9 

53.4 

Imports . 

Balanet . 

32.6 

53.0 

54.0 

54.3 

51.1 

46.9  j 

49.1 

51.3 

3.7 

1.4 

2-9; 

5.8 

7.5 

7.9 

2.8 

2.1 

Franca: 

Exports . 

36.7 

46.6 

48.7 

49.6 

54.7 

54.5 

52.4 

51.0 

Imports . 

Balanca . 

35.2 

50.0 

53.1 

52.0 

53.0 

50.0 

50.4 

54.2 

1.4 

-3.4 

-4.4 

-2.3 

1.8 

4.5 

2.0 

-17 

Gormany: 

911  , 

Exports . 

67.6 

89.6 

91.2 

93.8 

93.5 

85.9 

>84.7 

Imports . 

Balanca . 

55.0 

69.9  1 

73.1 

716 

74.5 

76.5 

73.2 

718 

12.7 

19.7 

111 

19.5 

19.4 

17.0 

12.7 

10.9 

Italy; 

Exports . 

22.2 

30.1 

311 

32.3 

34.3 

34.0 

35.3 

35.5 

Imports . 

Bafanca . 

27.9 

40.9 

44.8 

41.4 

36.5 

36.2 

38.0 

41.8 

-5.7 

-10.9 

-11.8 

-9.1 

-2.2 

-2.2 

-2.7 

-13 

United  Kingdom: 

39.8 

318 

Exports . 

218 

37.2 

43.4 

41.5 

39.5 

41.6 

Imports . 

Balanca . 

34.4 

49.4 

51.1 

52.1 

51.7 

47.8 

47.7 

47.7 

-5.6 

-12.2 

-11.3 

-113 

-13 

-6.4 

-13 

-12 

■  Data  convnrtad  to  dollars  on  tha  basis  of  avaraft  axchanga  rates  as  published  in  the  Federal  Reserve  Bulletin. 

>  October  only. 

Note.— Merchandise  trade  data  for  the  United  States,  Canada,  Japan,  and  the  United  Kingdom  are  on  a  balance  of 

gayments  basis;  others  art  on  a  customs  basis.  Imports  for  the  United  States  ara  f.a.s.  (frM  aloneide  ship)  values;  for 
ermany  and  Italy,  c.i.f.  (cc^t,  insurance,  and  fraight)  values;  for  othe'  countries,  f.o.b.  (free  on  board)  values.  Exports 
for  the  United  States  are  f.a.s.  values  and  for  all  other  countries  f.o.b.  values. 

Detail  may  not  add  to  totals  because  of  rounding. 

Sources;  Department  of  Commerce  (Bureau  of  Economic  Analysis),  Board  of  Governors  of  the  Federal  Reserve  System 
and  Council  of  Economic  Advisers. 

reflect  prices  of  some  earlier  period.  A  second  factor  likely  to  inhibit  the 
growth  of  import  demand  of  non-oil  LDCs  is  that  debt  burdens  are  mount¬ 
ing  as  a  consequence  of  growing  trade  deficits.  Thus,  external  financing 
difficulties  may  force  curtailment  of  order  activity  in  some  of  these  coun¬ 
tries.  To  a  certain  extent  some  smaller  OECD  countries,  which  were  able 
to  maintain  demand  levels  well  into  1974  and  early  1975,  are  beginning  to 
experience  similar  problems.  External  financing  problems  may  be  increased 
by  the  recent  rise  in  OPEC’s  export  price  of  oil  as  it  works  its  way  through 
the  individual  economies. 

The  oil-exporting  countries  are  expected  to  continue  to  increase  their  im¬ 
port  demand,  though  not  as  rapidly  as  in  1974  and  1975.  Growth  rates  will 
naturally  tend  to  be  lower  because  imp)orts  are  expanding  from  a  much 
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higher  base  than  in  1973-74.  More  significantly,  physical  as  well  as  emerging 
financial  constraints  in  the  high-import-absorbing  countries,  such  as  Indo¬ 
nesia  and  Iran,  are  limiting  growth  in  import  demand.  Recent  data  show 
that  a  significant  reduction  in  the  rate  of  growth  of  export  flows  to  the  oil- 
exjxyrting  countries  as  a  group  is  in  progress. 

THE  ROLE  OF  EXTERNAL  DEMAND  IN  THE  RECOVERY 

Although  little  Impetus  to  world  recovery  can  be  expected  from  changes  in 
the  import  demand  of  nonindustrial  countries,  the  current  resumption  of 
growth  of  domestic  demand  in  the  industrial  countries  could  lend  consider¬ 
able  support  to  world  demand.  Just  as  world  trade  during  the  recession  fell 
by  more  than  might  be  expected  from  its  past  relationship  to  changes  in 
overall  demand,  trade  may  recover  faster  than  one  would  normally  expect 
as  demand  in  industrial  countries  begins  to  turn  up. 

A  major  factor  in  the  resumption  of  growth  in  trading  volumes  is  the 
swing  in  the  inventory  cycle.  As  noted  above,  inventories  in  many  countries 
have  a  relatively  high  import  content,  hence  trade  flows  are  particularly 
sensitive  to  inventory  changes.  In  addition,  the  past  recession  has  ^en  one  in 
which  expenditures  for  services  have  held  up  relatively  well,  while  those  for 
goods  fell  disproportionately.  As  final  demand  begins  to  turn  around,  this 
pattern  is  likely  to  be  reversed  and  demand  for  goods  will  grow  faster  than 
that  for  services.  This  will  result  in  a  stimulus  to  world  trade  over  and  above 
what  could  be  expected  from  the  observed  changes  in  total  demand. 

Although  recovery  paths  as  currently  projected  do  not  indicate  a  steep 
upturn,  the  effect  on  world  trade  of  the  growth  in  demand  that  actually 
is  occurring  should  not  be  underestimated.  The  U.S.  economy  is  moving  from 
a  fall  in  real  GNP  of  about  5  percent  between  the  first  half  of  1974  and 
the  first  half  of  1975,  to  a  rise  of  perhaps  7  percent  or  so  from  the  first 
half  of  1975  to  the  first  half  of  1976.  Such  a  shift  alone  would  have  a  con¬ 
siderable  effect  in  expanding  the  volume  of  world  trade.  In  addition,  re¬ 
covery  in  the  United  States  is  being  accompanied  by  similar,  although  per¬ 
haps  somewhat  smaller,  shifts  in  the  growth  rates  of  other  major  industrial 
economies.  The  swing  in  activity  rates  over  the  comparable  period  for  the 
six  largest  foreign  economies  is  from  a  fall  of  2  percent  to  a  projected  rise 
of  almost  4  percent,  with  the  largest  swing  occurring  in  Germany.  Changes 
in  demand  of  this  sort  produce  significant  effects  on  world  trade  at  any 
time.  But  because  of  the  simultaneity  of  the  upturns,  these  effects  are 
likely  to  be  substantially  magnified. 

Hopes  for  recovery  of  domestic  economic  activity  in  most  of  the  smaller 
countries,  and  in  a  number  of  larger  ones  as  well,  have  centered  upon 
export-led  growth.  Because  of  the  depth  and  the  length  of  the  recession, 
the  authorities  in  some  of  these  countries  have  been  urging  others,  par¬ 
ticularly  the  United  States,  to  adopt  more  expansionary  policies  that  would 
produce  greater  external  stimulus  and  thereby  help  put  their  economies 
back  on  a  satisfactory  growth  path.  Our  analysis  indicates,  however,  that 
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further  expansionary  action  in  the  United  States — ^within  reasonable 
bounds — would  do  little  to  accelerate  world  recovery. 

The  evidence  suggests  that  an  additional  1  percentage  point  of  growth 
of  the  U.S.  economy— over  and  above  what  is  currently  expected  for  1976 — 
may  produce  an  additional  increase  in  the  volume  of  world  trade  of  no 
more  than  0.2  percent  in  that  year.  By  1977,  partly  because  of  multiplier 
effects,  the  extra  1  percentage  point  of  growth  in  U.S.  demand  could  be  ex¬ 
pected  to  induce  an  expansion  in  world  trade  of  0.5  percent.  The  effect  that 
such  a  change  in  the  growth  of  world  trade  would  have  on  economic  activity 
in  the  major  industrial  countries  is  very  small  indeed  and  clearly  cannot 
be  decisive  to  the  path  of  world  recovery.  For  example,  the  effect  on  Ger¬ 
man  gross  domestic  product  (GDP)  would  be  virtually  negligible:  less 
than  0.1  percent  in  1976  and  a  bit  over  0.1  percent  by  1977.  Effects  on 
other  European  countries  would  be  of  similar  magnitude.  Although  the 
impact  on  Canada  and  Japan  would  be  somewhat  greater,  it  would  by  no 
means  be  of  overwhelming  signihcance.  Canadian  GDP  in  1977  might  be 
0.4  percent  higher  than  it  would  otherwise  have  been,  and  Japanese  GDP 
might  be  increased  by  0.2  percent.* 

As  noted  above,  external  demand  began  to  revive  in  the  second  half  of 
1975  as  the  expansionary  measures  taken  in  many  countries  over  the 
past  several  quarters  began  to  work  through  the  several  economies.  A 
resumption  in  the  growth  of  export  demand,  such  as  is  in  progress  now, 
in  addition  to  its  direct  effect  on  activity,  can  further  quicken  the  pace  of 
world  recovery  by  its  effect  on  business  conhdence  and  on  the  general 
economic  climate.  But  a  slightly  faster  growth  in  world  trade  than  is  now 
foreseen  cannot  make  the  crucial  difference  in  the  turnaround  in  economic 
activity  in  the  industrial  countries.  The  main  impetus  must  clearly  come 
from  internal  demand.  And  the  path  of  internal  demand  over  the  next 
several  quarters  depends  primarily  upon  the  response  of  the  private  sector 
to  the  domestic  jx)licy  measures  taken  last  year. 

GOVERNMENT  POLICIES 

Governments  in  most  of  the  industrial  countries  responded  to  the  deepen¬ 
ing  recession  early  in  1975  and  the  continued  weakness  of  hnal  demand 
through  the  summer  by  adopting  successive  measures  designed  to  bring 
their  economies  back  to  more  normal  rates  of  growth.  Earlier  in  the  year, 
with  inflation  rates  still  high,  expansionary  measures,  except  in  Germany, 
tended  mainly  to  reverse  earlier  restrictive  policies  and  involved,  for  example, 
the  easing  of  credit  and  public  exf>enditure  ceilings.  But  since  midyear 
the  thrust  of  policy  has  become  broadly  expansionary  almost  everywhere 
except  in  Great  Britain  and  Canada,  where,  however,  policies  had  not  been 

*These  calculations  derive  from  special  simulations  produced  by  the  LINK  model 
by  Professor  Lawrence  R.  Klein  of  the  University  of  Pennsylvania.  The  LINK  results 
are  in  broad  agreement  with  those  derived  from  other  econometric  models  and  with 
simpler  calculatioiu  based  solely  on  the  relative  importance  of  exports  to  the  United 
States  for  each  of  the  economies  in  question. 
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notably  restrictive  earlier  and  where  inflation  rates  continued  high  relative 
to  1974  levels. 

Discount  rates  have  been  cut,  inonetar>‘  aggregates  have  been  growing 
significantly  faster  than  in  1974,  and  expansionary  fiscal  measures  were 
adopted  in  most  major  countries.  Thus  the  fiscal  and  monetary  stimuli  built 
into  the  various  economies  have  been  considerable.  The  fiscal  packages  an¬ 
nounced  at  the  end  of  the  summer,  excluding  multiplier  effects,  amount  to 
roughly  3/2  percent  of  GNP  in  Italy,  and  2^4  percent,  I/2  percent,  and 
percent  of  GNP  in  France,  Japan,  and  Germany,  respectively.  Although 
some  of  these  measures  will  not  come  into  effect  until  later  this  year,  they 
are  in  addition  to  steps  taken  during  the  first  half  of  1975,  and  as  such  they 
cumulate  to  considerably  more  than  the  impacts  cited  above.  The  large 
budget  deficits  foreseen  in  most  countries  are  to  some  extent  cyclically  de¬ 
termined  ;  but  even  on  an  estimated  high-employment  basis  the  shift  in  fiscal 
deficits  of  some  countries,  and  therefore  in  discretionary  policy,  appears 
to  be  substantial.  Monetary  conditions  have  eased  almost  everywhere;  and 
interest  rates,  notably  short-term  rates,  have  come  down  significantly. 

THE  GENERAL  OUTLOOK 

With  the  policy  measures  now  in  place,  the  strength  of  confidence  may  be 
the  crucial  element  in  determining  the  pace  and  breadth  of  the  current 
recovery.  Over  the  past  12  months  liquidity  positions  in  the  private  sector 
have  improved  significantly.  Corporations’  debt  maturities  have  been 
lengthened,  and  consumer  debt  outstanding  is  at  low  levels  in  relation  to 
disposable  incomes.  On  the  whole  it  appiears  that  private  sector  demand 
is  mainly  inhibited  by  uncertainty.  With  growing  confidence,  recovery  paths 
may  well  become  steep,  particularly  because  expansionary  actions  have 
been  taken  simultaneously  in  many  countries — as  they  had  in  1971-72.  In 
contrast  to  1972,  however,  purchasing  power  in  oil-importing  countries 
continues  to  be  siphoned  off  by  the  higher  foreign  price  for  oil.  Further¬ 
more,  capacity  utilization  is  currently  at  considerably  lower  overall  levels; 
hence  bottlenecks  are  not  likely  to  develop  at  an  early  stage  of  the  recovery. 

As  the  recovery  proceeds,  however,  particularly  as  it  starts  from  low  pri¬ 
mary-stage  inventory  levels  in  many  countries,  pressure  On  some  industrial 
sectors  could  become  severe  well  before  the  up>swing  becomes  broad-based 
and  before  overall  capacity  utilization  reaches  more  normal  levels.  For  ex¬ 
ample,  in  the  United  States  overall  capacity  utilization  in  the  manufacturing 
sector,  at  its  cyclical  peak  in  the  third  quarter  of  1973,  was  83.3  percent  as 
measured  by  the  Federal  Reserve  index ;  but  at  the  same  time  capacity  utili¬ 
zation  for  firms  processing  raw  materials  had  approached  post-Korean  war 
highs.  It  may  also  be  that  general  measures  of  spare  physical  capacity  do  not 
serve  well  in  periods  following  relatively  long  and  deep  recessions.  During 
such  recessions  effective  cap»acity,  rather  than  being  added  to,  as  is  generally 
assumed  in  calculations  of  potential  capacity,  may  grow  only  slightly  or  may 
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even  be  consumed.  Actually  usable  capacity,  therefore,  tends  to  be  less — and 
in  some  cases  considerably  less — than  calculated. 

Furthermore,  the  current  upswing  comes  at  a  time  when  the  world  econ¬ 
omy  has  begun  to  adjust  to  the  higher  relative  price  energy.  This  adjust¬ 
ment  implies  an  increasing  obsolescence  of  high-enei^-using  equipment 
where  alternative  production  methods  are  being  devised.  Thus,  althou^  this 
structural  shift  adds  to  demand  for  new  equipment,  it  may  reduce  currently 
usable  capacity  in  some  sectors.  Finally,  the  large  increases  in  exports  to 
OPEC,  which  have  given  considerable  support  to  activity  during  the  reces¬ 
sion,  are  largely  concentrated  in  goods  incorporating  precisely  those  indus¬ 
trial  materials  that  tended  to  be  in  short  supply  early  in  the  1972-73  upswing. 

Although  the  current  outlook  carries  a  number  of  downside  risks,  the  above 
discussion  points  to  the  existence  of  very  real  upside  risks.  A  significantly 
faster  recovery  than  now  projected  could  lead  to  a  repetition  of  the  inflation¬ 
ary  pattern  of  1972-73.  This  outcome  would  not  necessarily  imply  a  return 
to  double-digit  inflation.  Peihap>s  only  one-half  of  the  acceleration  in  infla¬ 
tion  rates  in  the  industrial  countries,  from  an  annual  rate  of  5%  percent 
in  1970  to  over  14  percent  by  the  end  of  1974,  can  be  attributed  to  cyclical 
factors.  Exogenous  shocks,  such  as  the  increase  in  the  impert  price  of 
oil  and  shortfalls  in  grain  harvests,  may  have  accounted  for  the  rest.  But 
significant  upward  pressure  on  price  levels,  even  if  inflation  rates  remain 
below  the  two-digit  level,  may  revive  inflationary  exp)ectations.  Such  a 
development,  because  of  its  pxjssible  effect  on  saving  rates,  could  carry  the 
seeds  of  renewed  curtailment  in  the  growth  of  private  demand. 

For  the  short  run,  the  major  p>olicy  task  in  the  industrial  countries  seems  to 
center  on  the  lessening  of  uncertainties  in  the  private  sector.  Scxne  policy 
makers  have  suggested  that  this  can  best  be  achieved  by  a  steady  ptolicy  stance 
suppwrtive  of  the  recovery.  Uncertainties  about  future  px>licy  action,  both  in 
demand  management  and  in  social  px>licy,  should  not  be  added  to  the  un¬ 
certainties  alieady  created  by  the  oil  crisis  and  by  the  inflationary  experience 
of  the  past  several  years. 

INTERNATIONAL  ECONOMIC  COOPERATION 

The  experience  of  1972-73  has  shown  that  simultaneous  measures  to 
reflate  national  economies,  without  due  regard  to  the  amount  of  spending 
power  that  is  being  built  up  collectively,  can  lead  to  worldwide  inflation. 
Similarly,  the  simultaneous  deflationary  policies  of  1973-74  led  to  cumulative 
recessions.  Thus  in  formulating  national  demand  management  pelicies  ex¬ 
plicit  account  needs  to  be  taken  of  changes  in  world  demand,  in  order 
to  avoid  the  misreading  of  the  changes  in  demand  forces  that  occurred  in 
1972-73  and  in  1974-75.  If  domestic  px>licy  objectives  are  to  be  achieved 
efficiently  in  an  interdependent  world,  economic  changes  and  pwlicy  goals 
in  other  countries  must  be  given  explicit  consideration,  precisely  because  they 
affect  the  path  of  any  national  economy,  even  the  largest. 
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Faced  with  the  great  economic  difficulties  of  1974—75  and  the  threat  that 
these  might  be  intensified  by  divisive  action,  governments  have  striven  to 
strengthen  the  mechanisms  of  international  cooperation  and  understanding. 
These  efforts  are  exemplified  by  the  Economic  Summit  at  Rambouillet  in 
November  1975,  a  meeting  of  heads  of  government  of  six  major  industrial 
countries,  and  by  the  beginning  in  December  1975  of  the  Conference  on 
International  Economic  Cooperation  (CIEC),  which  involves  a  dialogue 
between  industrial  countries,  oil  producers,  and  non-oil  UDCs.  Some  prog¬ 
ress  has  also  been  made  in  matters  involving  trade  and  international  mone¬ 
tary  arrangements.  The  commitment  to  pursue  internationally  compatible 
policies  and  to  avoid  beggar-thy-neighbor  policies  may  become  increasingly 
important  in  months  to  come,  since  unemployment  levels  are  likely  to  remain 
high  in  the  early  stages  of  the  recovery  and  some  sectors  of  the  economy  will 
tend  to  lag  considerably  behind  a  general  upturn  in  activity.  The  political 
pressures  on  governments  to  take  a  narrowly  nationalistic  view  of  these  prob¬ 
lems  may  therefore  intensify. 

TRADE  POLICIES 

Pressures  for  protectionist  actions,  which  resulted  from  the  worldwide 
recession  and  were  latent  throughout  much  of  1975,  intensified  in  a  number  of 
countries  toward  the  end  of  the  year.  Recognizing  that  beggar-thy-neighbor 
policies  can  only  serve  to  make  everybody  ultimately  poorer,  the  govern¬ 
ments  of  the  OECD  countries  except  Portugal  renewed  in  May  1975  the 
pledge  they  had  made  a  year  earlier  to  refrain  from  taking  measures  spe¬ 
cifically  aimed  at  improving  their  individual  trade  positions.  As  a  result, 
international  trading  arrangements  were  not  seriously  breached  during  the 
course  of  1975,  and  there  have  been  few  significant  departures  from  the 
pledge.  On  the  import  side  a  number  of  smaller  OECD  countries,  Portugal, 
Finland,  Iceland,  New  Zealand,  and  Yugoslavia,  have  instituted  import 
deposit  or  licensing  schemes.  (An  import  deposit  scheme  in  effect  in  Italy 
was  lifted  in  March  1975.)  Among  the  larger  countries  only  Australia, 
which  had  earlier  cut  some  tariffs,  imposed  tariff  increases  or  quotas  on 
a  relatively  wide  range  of  goods.  Political  pressure  to  institute  protectionist 
measures  was  particularly  evident  in  Great  Britain,  where  the  government 
in  December  imp>osed  restrictive  import  measures  on  a  limited  number  of 
products.  On  the  export  side,  a  number  of  governments,  among  them  the 
French,  Italian,  and  British,  have  instituted  or  expanded  fiscal  and  mone¬ 
tary  measures  specifically  designed  to  encourage  exports. 

Against  this  background,  the  heads  of  government  of  six  major  indus¬ 
trial  countries  at  the  Economic  Summit  reaffirmed  their  commitment  to 
the  principles  of  the  OECD  trade  pledge  and  agreed  that  the  time  schedule 
of  the  Multilateral  Trade  Negotiations  (MTN)  now  under  way  in  Geneva 
should  be  accelerated.  The  MTN  aim  at  achieving  substantial  tariff  cuts 
or  elimination  of  tariffs  in  some  areas,  a  significant  expansion  in  agricultural 
trade,  and  a  reduction  in  nontariff  barriers  by  the  end  of  1977.  This  con- 
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stitutes  an  ambitious  program,  yet  a  necessary  one  in  the  current  economic 
and  political  setting. 

Progress  in  1975  has  mainly  been  toward  laying  the  basis  for  actual 
negotiations  in  1976  and  1977.  The  preparatory  work  for  the  MTN  proved 
to  be  more  time  consuming,  compared  to  that  in  preceding  trade  negotia¬ 
tions  because  of  the  larger  number  of  participants  and  because  for  the  first 
time  a  wide  range  of  nontariflf  barriers  are  being  included.  Unlike  preced¬ 
ing  negotiations,  the  MTN  have  been  marked  by  a  concentrated  effort 
within  the  United  States  to  reach  a  broad  domestic  consensus  on  what  they 
are  to  achieve. 

Progress  in  Geneva  has  been  made  on  a  draft  code  for  the  regula¬ 
tion  of  product  standards  and  the  treatment  of  tropical  products.  It  is 
expected  that  broad  agreement  will  be  reached  in  1976  on  the  major 
elements  of  a  tariff -negotiating  plan  and  on  the  procedure  for  achieving 
a  meaningful  liberalization  of  quantitative  restrictions.  It  is  further  hoped 
that  substantial  progress  can  be  made  this  year  on  procedures  for  dealing 
with  questions  of  subsidies,  government  procurement,  and  safeguards 
against  injurious  import  penetration  so  that  substantive  negotiations  can 
begin.  The  United  States  also  continues  to  work  toward  developing  improved 
procedures  and  agreed  principles  on  assured  access  to  supply. 

The  admittedly  difficult  area  in  which  little  movement  can  be  discerned 
is  agriculture.  The  problems  in  the  agricultural  area  are  well  known  and  of 
long  standing.  First,  they  concern  the  great  comparative  advantage  that  the 
United  States  and  some  other  primary  producers  have  over  producers  in 
the  Europ>ean  Community  (EC).  Second,  there  are  different  approaches 
toward  maintenance  of  farm  incomes,  with  the  United  States  moving 
away  from  price  stabilization  and  production  controls  and  the  EC  firmly 
committed  to  price  supports.  Because  of  the  deep-seated  problems  in  this 
area,  it  was  particularly  important  that  the  heads  of  government  at  the  Eco¬ 
nomic  Summit  specifically  emphasized  their  commitment  to  achieve  a 
significant  expansion  of  trade  also  in  agriculture. 

INTERNATIONAL  MONETARY  DEVELOPMENTS 

Discussions  initiated  in  the  International  Monetary  Fund  (IMF)  in  1972 
about  the  structure  of  a  reformed  international  monetary  system  were 
quickly  overtaken  by  events  in  early  1973.  Growing  pressures  on  price  levels 
and  volatile  short-term  capital  flows  led  to  the  adoption  of  de  facto  general¬ 
ized  floating  in  March  1973.  Toward  the  end  of  1973  the  quadrupling  of  the 
export  price  of  OPEC  oil  brought  about  a  fundamental  change  in  the  inter¬ 
national  payments  structure.  Oil-importing  countries  as  a  group  began  to  be 
faced  with  large  current  account  deficits  vis-a-vis  the  oil  exp)orters,  at  least 
for  a  number  of  years  until  imfwrt  demand  in  oil-exporting  countries  can  rise 
to  match  export  revenues  and  until  importing  countries  develop  alternative 
sources  of  energy  and  succeed  in  economizing  on  energy  use.  Consequently, 
financial  markets  and  official  international  monetary  arrangements  had  to 
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adapt  to  rapidly  changing  payment  patterns,  including  an  enormous  increase 
in  capital  flows  connected  with  the  flnancing  of  the  so-called  “oil  deficits.” 
Moreover  there  were  wide  disparities  in  inflation  rates  among  countries.  In 
these  circumstances  the  flexibility  of  the  exchange  rate  regime  that  had 
emerged  after  the  breakdown  of  the  parity  system  became  increasingly  im¬ 
portant  in  facilitating  trade  and  payment  flows  in  1974  and  1975.  Of  course 
the  monetary,  fiscal,  and  other  policies  that  individual  authorities  adopt  to 
stabilize  their  economies  and  to  adapt  to  the  higher  oil  import  bill — whether 
by  increasing  net  exports,  borrowing  from  official  or  private  sources,  or  draw¬ 
ing  on  reserve  assets — constitutes  “managing”  their  exchange  rate  in  the 
wider  sense  of  the  term.  It  is  of  continuing  importance  that  this  “manage¬ 
ment”  of  exchange  rates  not  lead  to  competitive  devaluations  or  other  self- 
defeating  and  disruptive  policies,  but  be  accomplished  in  an  internationally 
cooperative  manner. 

The  flnancing  of  the  large  external  deficits  of  oil  importers  over  the  past 
2  years  has  been  accomplished  considerably  more  smoothly  than  had  been 
anticipated  earlier.  Financial  markets  turned  out  to  be  very  adaptable,  and 
the  more  flexible  exchange  rate  system  helped  to  avoid  the  market  disruptions 
so  often  expierienced  during  past  periods  of  strain.  Furthermore,  deficits  were 
somewhat  smaller  than  was  earlier  foreseen  because  of  a  faster  rise  of  import 
demand  in  oil-exporting  countries  and  a  reduction  in  the  demand  for  oil 
imports  resulting  from  resistance  to  high  oil  prices,  conservation  efforts,  and 
the  recession.  Finally,  expansion  of  international  liquidity  through  increased 
use  of  IMF  credit,  including  the  creation  of  the  Oil  Facility  in  the  IMF  and 
increases  in  official  lending,  help>ed  ease  more  serious  financing  strains.  Tradi¬ 
tional  concepts  of  measurement  of  total  international  liquidity,  such  as  those 
published  by  the  Bank  for  International  Settlements  (BIS),  however,  have 
dubious  applicability  in  today’s  international  monetary  system.  Some  of 
the  currency  reserve  assets — for  example,  those  accumulated  by  oil-exporting 
countries — tend  to  be  “inactive”  assets  because  they  represent  the  intended 
accumulation  of  foreign  investment  and  differ  in  important  respects  from 
earlier  foreign  currency  accumulations  by  monetary  authorities.  And  large- 
scale  official  borrowing  in  foreign  financial  markets  has  demonstrated  the 
ability  of  countries  to  create  liquidity  through  debt  operations.  The  fact 
that  not  only  the  Eurocurrency  markets  but  also  national  money  markets, 
such  as  the  U.S.  market,  are  open  to  foreign  borrowers  and  lenders  is  very 
important  in  this  respect  and  has  helped  smooth  the  financing  of  external 
deficits. 

The  financial  surpluses  of  OPEC  in  the  first  instance  were  largely  in¬ 
vested  in  very  short-term  assets.  But  during  1975  considerable  diversifica¬ 
tion  of  OPEiC  investments  took  place.  The  share  of  investible  funds  flowing 
into  bank  deposits  and  short-term  assets  was  much  reduced — from  about 
one-half  to  perhaps  one-quarter — and  purchases  of  corporate  bonds,  equi¬ 
ties,  and  long-term  government  securities  rose.  For  the  reasons  discussed 
above,  the  total  amount  of  OPEC  new  investible  funds  declined  sharply 
in  1975. 


140 


The  shrinkage  in  OPEC  surpluses  in  1975  was  reflected  in  a  large  reduc¬ 
tion  in  the  current  account  deficits  of  the  industrial  countries  (Tables  43  and 
44) .  The  decreased  financing  needs  of  industrial  countries  in  1975,  how'ever, 
were  partly  offset  by  an  increase  in  import  surpluses  of  LDCs  that  stenuned 
largely  from  the  recession.  (The  financing  problems  of  LDCs  are  discussed 
below.)  Because  of  the  smaller  total  external  financing  needs  and  the  realiza¬ 
tion  that  the  international  financial  system  had  been  able  to  intermediate 
successfully  between  the  large  increases  in  the  supply  and  demand  for  loan¬ 
able  funds,  developments  in  international  money  markets  in  1975  more 
closely  reflected  differential  economic  conditions  than  they  had  during  the 
turbulent  year  of  1974.  Because  most  other  economies  have  lagged  the 
United  States  in  the  cycle,  interest  rate  relationships  have  shifted  during 
the  year  (Charts  3  and  4).  Early  in  1975  short-term  rates  in  the  United 
States  declined  sharply  relative  to  rates  in  other  money-market  centers.  But 
from  mid-June  to  September,  most  interest  rate  differentials  swung  the  other 
way.  Some  of  the  resulting  interest  rate  incentive  was  reversed  again  later  in 
the  year,  but  by  then  rate-induced  capital  flows  to  the  United  States  were 
also  being  strengthened  by  the  relatively  better  economic  news  here  than 
abroad,  and  by  the  continuing  high  U.S.  trade  surplus. 

Table  43. — Current  account  balances  Jor  OECD,  OPEC,  and  other  countries,  1973-76 
IBillions  of  U.S.  do(lars| 


1  EstimatM. 

*  Projection. 

>  Sino-Soviet  area,  South  Africa,  Israel,  Cyprus,  Malta,  and  Yugoslavia. 

Sources:  Organization  for  Economic  Cooperation  and  Development,  Department  of  the  Treasury  and  national  sources. 


Table.  44. — Current  account  balances  for  OECD  countries,  1974-75 


IBillions  of  U.S.  dollars;  seasonally  adjusted) 


1974 

1975 

Country 

First  half 

Second  half 

First  half 

Second  half  > 

OECD:  Total . 

-19.2 

—17.0 

—0.1 

-6 

—1.8 

—1.6 

5.8 

Canada . 

—.1 

—1.5 

—2.5 

Japan . 

—4.1 

-.9 

.9 

-IH 

France . 

—3.7 

—2.3 

.7 

—1 

i  Germany . 

5.2 

4.4 

3.5 

1 

Italy . 

-4.5 

—3.3 

.3 

0 

1  United  Kingdom . 

j  Other  DECO . 

—4.2 

—4.4 

-2.0 

-6.0 

—7.4 

-6.8 

-6 

I  Estimate. 

Sources:  Organization  for  Economic  Cooperation  and  Development  and  national  sources. 
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Chart  3 

Interest  Rates 
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Interest  Rate  Differentials 


PERCENTAGE  POINT  DIFFERENCE  ♦ 


1972  1973  1974  1975 


PERCENTAGE  POINT  DIFFERENCE  • 


1972  1973  1974  1975 


*  DIFFBtB^  IN  3-MONTH  RATES. 

SOURCE.  BOARD  OF  GOVERNORS  OF  THE  FEDERAL  RESERVE  SYSTEM. 
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Private  capital  transactions  in  the  U.S.  bailance  of  payments  registered 
sizable  outflows  in  the  first  half  of  the  year.  U.S.  banks  increased  their 
foreign  assets  by  about  $7y^  billion,  reflecting  in  part  relatively  low  inter¬ 
est  rates  in  the  United  States,  and  in  part  heavy  loan  demand  of  some 
foreign  countries,  lai^ely  LDCs.  The  volume  of  new  foreign  bonds  issued 
in  the  United  States  reached  record  rates,  reflecting  to  some  extent  extraor¬ 
dinary  financing  requirements  of  international  agencies.  But  these  out¬ 
flows  were  partly  offset  bv  rising  foreign  purchases  of  U.S.  corporate  stocks, 
including  sizable  purchases  by  oil-producing  countries.  In  the  third  quarter, 
as  U.S.  interest  rates  rose  relative  to  rates  abroad,  there  was  some  reduction 
in  banks’  acquisition  of  foreign  assets,  and  the  net  flow  of  private  capital 
was  inward.  The  final  quarter  brought  a  resumption  of  net  outflows  through 
banks,  as  well  as  a  sizable  net  outflow  through  transactions  in  securities,  as 
placements  of  foreign  bonds  in  the  U.S.  market,  including  a  large  issue  by 
the  International  Bank  for  Reconstruction  and  Development  (IBRD)  more 
than  matched  a  continued  high  volume  of  foreign  purchases  of  U.S.  cor¬ 
porate  stocks.  For  the  year  as  a  whole  net  private  canital  outflows  were 
probably  somewhat  above  the  net  outflow  of  over  $10  billion  reported  for 
1974. 

Reflecting  these  changes  in  capital  flows  and  the  large  surplus  on  trade 
account,  noted  above,  the  exchange  value  of  the  dollar,  in  terms  of  a  trade- 
weighted  average  of  major  foreign  currencies,  first  depreciated  by  about  AYj 
pjercent  between  the  end  of  December  1974  and  the  end  of  February  1975 
and  then  appreciated  by  about  12  percent  from  March  through  Septem¬ 
ber  1975.  During  the  fourth  quarter  of  1975  the  dollar  rate  changed  very 
little,  drifting  down  by  about  one-half  of  1  percent. 

The  swing  in  the  exchange  value  of  some  individual  currencies  against 
the  dollar  was  of  course  greater  than  is  reflected  in  the  weighted  average 
value.  In  particular,  movements  of  the  Europjean  currencies  against  the  dol¬ 
lar  were  very  wide.  For  example,  against  the  European  currencies  linked  in 
the  “snake”  arrangement,  the  dollar  depreciated  by  about  6  pjercent  from  the 
end  of  December  1974  to  its  low  early  in  March  1975,  rose  by  17/a  pjercent 
to  its  September  high,  and  depreciated  again  by  2^4  pjercent  to  year-end 
(Chart  5). 

Even  though  governments  on  the  whole  allowed  market  forces  to  move  ex¬ 
change  rates  rather  widely,  there  appjears  to  have  been  a  considerable 
amount  of  intervention  by  foreippi  banks,  particularly  during  the  second 
half  of  the  year.  Gross  interv’cntion  by  the  Federal  Reserve,  however,  has 
been  srry  limited.  In  order  to  avoid  disorderly  conditions  and  to  lessen  the 
danger  of  unwanted  and  self-defeating  actions  which  might  lead  to  com- 
pjetitive  currency  depreciations  or  other  international  pjolicy  conflicts,  na¬ 
tional  governments  recognized  the  need  to  intensify  international  consultation 
on  these  matters.  As  part  of  the  broader  international  monetary  negotiations, 
the  United  States  and  France  reached  an  understanding  at  the  time  of  the 
Economic  Summit  regarding  a  shared  pjosition  on  amendments  to  the  Arti- 
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cles  of  Agreement  of  the  IMF  dealing  with  the  exchange  rate  regime.  This 
facilitated  agreement  by  the  Interim  Committee  of  the  IMF  in  January  1976 
on  the  entire  package  of  amendments  to  the  IMF’s  Articles  of  Agreement 
which  had  been  pending  since  agreement  on  certain  parts  was  reached  at  the 
time  of  the  Interim  Committee  meeting  in  August  1975.  The  main  elements 
of  this  package,  in  addition  to  amendment  of  the  Article  dealing  with  ex¬ 
change  rates,  are  a  33.6  percent  increase  in  the  Fund’s  resources  to  SDR 
39  billion  as  decided  in  the  Sixth  Quota  Review;  the  phasing  out  of  gold 
with  regard  to  Fund  transactions  and  other  gold  arrangements;  and  the 
establishment  of  a  Trust  Fimd  for  the  beneht  of  the  poorer  members  of 
the  IMF. 

Agreement  on  the  outstanding  IMF  issues  does  much  to  help  assure  the 
adequacy  of  international  Bnancing  arrangements  in  the  face  of  the  continu¬ 
ing  large  payment  surpluses  of  the  oil-exporting  countries.  As  economic  re¬ 
coveries  broaden,  current  account  positions  of  the  oil-importing  countries 
as  a  group  will  move  into  greater  deficit.  This  shift  may  put  financing 
strains  on  some  countries  and  might  lead  to  policies  that  could  arrest  the 
recoveries  or  be  mutually  damaging  in  other  ways.  It  is  therefore  important 
to  ensure  that  safeguards  are  in  place  to  prevent  unavoidable  financial  dif¬ 
ficulties  from  being  compounded  by  internationally  inappropriate  policies. 
Therefore  the  cooperative  international  spirit  underlying  the  agreements 
reached  at  the  meetings  in  January  1976  is  particularly  significant. 

EXCHANGE  RATE  ARRANGEMENTS 

The  agreement  on  amended  exchange  rate  provisions  of  the  IMF  Arti 
cles,  first  worked  out  between  the  United  States  and  France  and  subsequently 
accepted  by  the  Interim  Committee  of  the  IMF,  recognizes  that  the  under¬ 
lying  economic  and  financial  situation  determines  the  degree  of  exchange 
rate  stability  that  is  possible.  Participating  members  agree  to  endeavor  to 
direct  their  economic  and  financial  policies  toward  the  achievement  of 
orderly  economic  growth  with  reasonable  price  stability,  to  recognize  that 
orderly  underlying  economic  and  financial  conditions  are  prerequisites  to 
stability,  to  avoid  manipulating  exchange  rates  or  the  international  monetary 
system  in  order  to  prevent  eflFective  balance  of  payments  adjustment  or  to 
gain  an  unfair  competitive  advantage,  and  to  follow  exchange  policies 
compatible  with  these  undertakings. 

When  formally  approved  by  60  percent  of  the  member  countries  represent¬ 
ing  80  percent  of  the  votes,  these  general  provisions  will  be  incorporated  in 
amended  Articles  of  Agreement  of  the  IMF.  The  agreement  allows  countries 
to  choose  among  exchange  arrangements,  including:  (1)  The  maintenance 
by  a  member  of  a  value  for  its  currency  in  terms  of  the  Special  Drawing 
Right  or  another  denominator  other  than  gold;  or  (2)  cooperative  arrange¬ 
ments  by  which  members  maintain  the  value  of  their  currencies  in  relation 
to  the  value  of  the  currency  or  currencies  of  other  members;  or  (3)  other 
exchange  arrangements  of  a  member’s  choice. 
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The  revised  Articles  would  authorize  the  Fund,  upxm  approval  by  an  85 
percent  majority  vote,  to  establish  a  system  of  exchange  arrangements  based 
on  stable  but  adjustable  par  values  when  international  economic  conditions 
are  appropriate.  In  effect  such  a  system  could  not  be  established  without  the 
approval  of  the  United  States,  which  under  the  proposed  new  quotas  will 
have  approximately  20  percent  of  the  voting  strength.  As  far  as  the  United 
States  is  concerned,  for  the  foreseeable  future  it  is  thought  unlikely  that  con¬ 
ditions  will  be  appropriate  for  the  establishment  of  a  par  value  system  or 
the  setting  of  target  rates  and  zones  or  bands  within  which  movements  in 
the  rate  of  the  dollar  would  be  contained.  Policies  aim  at  achieving 
stable  economic  conditions.  However,  progress  toward  narrowing  disparities 
among  inflation  rates  in  different  countries  is  slow,  nor  can  one  be  sure  that 
progress  once  made  will  be  lasting.  Exogenous  shocks  to  which  the  various 
economies  continue  to  be  subject  also  argue  for  a  considerable  degree  of 
flexibility  in  the  monetary  system.  Central  bank  intervention  will  be  limited 
to  that  necessary  to  counter  disorderly  conditions  or  erratic  fluctuations. 
Each  country  will  be  the  judge  of  what  constitutes  an  erratic  fluctuation  in 
its  exchange  rate. 

To  facilitate  the  achievement  of  internationally  cooperative  behavior  in 
exchange  markets,  the  French  and  the  U.S.  authorities  have  suggested  an 
intensiflcation  of  the  consultative  arrangements  among  governments  and 
central  banks  of  major  countries.  Central  bank  officials  will  exchange  daily 
information  on  the  foreign  exchange  market  and  their  intervention  activities. 
Finance  ministry  and  central  bank  officials  will  at  frequent  intervals  review 
exchange  rate  movements  and  intervention  activities,  and  discuss  both  the 
underlying  economic  and  financial  conditions  and  the  impact  of  policies  on 
these  conditions.  Under  these  arrangements  there  may  be  somewhat  more 
frequent  intervention  than  in  the  past.  But  the  main  {x>int  is  that  decisions 
on  intervention  in  exchange  markets  will  be  based  on  better  information, 
and  that  a  growing  understanding  may  also  develop  which  recognizes  that 
managing  the  exchange  rate  rather  than  the  economy  may  only  serve  to 
introduce  disequilibria  and  lead  to  misallocation  of  resources. 

GOLD  ARRANGEMENTS 

The  agreement  reached  on  gold  consists  of  four  major  elements: 

1.  Gold  no  longer  will  be  a  medium  of  settlement  in  IMF  transactions. 

2.  One-sixth  of  the  gold  holdings  of  the  IMF  will  be  restituted  to 
members,  that  is  distributed  to  members  in  proportion  to  their  quotas. 

3.  One-sixth  of  the  gold  holdings  of  the  IMF  will  be  sold  at  auction  over 
a  period  of  4  years  to  finance  a  Trust  Fund  for  the  benefit  of  the 
poorer  members  of  the  IMF. 

4.  An  agreement  that  will  be  reviewed  after  a  2-year  period  has  been 
concluded  by  the  10  largest  industrial  countries.  It  bars  any  action  to 
peg  the  price  of  gold  and  provides  that  the  total  stock  of  gold  held  by 
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the  Fund  and  the  monetary  authorities  of  the  participating  countries 
will  not  be  increased.  Other  countries  may  also  adhere  to  this 
agreement. 

The  agreements  on  gold  reflect  general  acceptance  of  the  agreed  upon 
objective  to  reduce  the  role  of  gold  in  the  international  monetary  system. 
In  addition,  with  the  scheduled  sale  of  some  of  the  IMF’s  gold  holdings  for 
the  purjxKe  of  financing  the  Trust  Fund,  gold  may  be  expected  to  begin — 
gradually — to  move  out  of  the  monetary  system  into  private  hands. 

Some  observers  have  argued  that  these  new  agreements  may  lead  to  a 
revaluation  of  official  gold  holdings  at  market-related  prices  or  encourage 
more  frequent  use  of  gold  as  a  medium  for  settlement  among  central  banks. 
It  is  further  argued  that  this,  combined  with  the  distribution  of  IMF  gold 
to  members,  will  have  the  effect  of  making  more  gold  available  to  major 
countries,  thus  giving  them  greater  liquidity,  and  perhaps  adding  to  world 
inflationary  pressures  and  reducing  the  likelihood  that  additional  alloca¬ 
tions  of  SDRs  would  be  approved. 

However,  central  banks  have  had  the  ability  for  some  time  to  sell  their 
gold  holdings  in  the  market  as  well  as  to  value  such  holdings  at  market- 
related  prices.  Only  one  foreign  central  bank  has  actually  written  up  its 
gold  reserves,  and  there  is  no  indication  that  others  intend  to  do  so.  More¬ 
over  there  also  is  no  reason  to  expect  the  agreements  to  result  in  significant 
transactions  in  gold  among  monetary  authorities.  Indeed,  by  abolishing  the 
official  price  for  gold  in  the  IMF,  by  strengthening  the  prospect  of  future 
sales  of  officially  held  gold  into  the  market,  and  by  establishing  transitional 
provisions  against  i>egging  of  the  price,  these  agreements  should  in  fact 
discourage  widespread  revaluations  of  official  gold  holdings  and  increase 
the  risks  associated  with  transactions  among  monetary  authorities. 

With  the  phasing  of  gold  out  of  international  official  transactions,  the 
danger  that  some  authorities  might  seek  to  stabilize  the  price  of  gold  is 
much  diminished.  In  addition,  authorities  attempting  to  p>eg  the  price 
of  gold,  despite  agreement  among  major  countries  not  to  do  so,  would  And 
that  such  an  effort  could  be  exorbitantly  expensive  in  terms  of  foreign  cur¬ 
rency  assets  needed  for  such  operaticms.  The  cost  would  be  higher,  the 
smaller  the  number  of  participants. 

Finally,  the  increases  in  world  credit  during  the  past  several  years  have 
made  it  unlikely  that  new  SDRs  will  be  issued  in  the  near  future.  There¬ 
fore,  the  restitution  provision  has  been  welcomed  by  some  of  the  lesser 
developed  countries  which  will  receive  28  percent  (their  quota  share)  of  the 
amounts  to  be  distributed.  In  addition,  the  gold  arrangements  make  possi¬ 
ble  the  establishment  of  the  Trust  Fund,  which  is  of  crucial  importance 
to  the  poorest  developing  countries,  particularly  now  that  the  Oil  Facility 
in  the  IMF  is  being  terminated.  Moreover  a  large  number  of  LDCs  will 
not  make  any  nominal  contribution  to  the  Trust  Fund,  but  will  have  that 
part  of  the  profits  on  the  gold  sales  by  the  IMF  that  represents  their  quota 
share  in  the  Trust  Fund  distributed  to  them  directly.  Thus  of  the  25  million 
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ounces  of  gold  to  be  sold  by  the  IMF,  the  profits  on  perfiaps  6^7  million 
will  go  directly  to  LDCs,  and  those  on  18-19  million  will  be  used  for  the 
Trust  Fund. 

INTERNATIONAL  FINANCIAL  RESOURCES 

In  some  sense  a  very  important  aspect  of  the  completion  of  the  arduous 
negotiations  on  exchange  rate  and  gold  arrangements  is  that  the  agreement 
on  quota  increases  can  now  go  forward.  Such  an  increase  in  the  general 
resources  of  the  IMF  is  particularly  important  at  this  time  because  of  the 
possible  increase  in  external  financing  strains  which  some  countries  may  face 
in  the  years  ahead. 

For  the  period  necessary  to  ratify  the  scheduled  quota  increases,  it  was 
agreed  that  general  access  to  the  IMF’s  resources  be  temporarily  liberal¬ 
ized  by  permitting  a  45  percent  increase  in  drawings  in  all  credit  tranches. 
This  decision  increases  the  general  availability  of  IMF  credit,  but  to  the 
extent  that  it  applies  to  the  first  credit  tranches,  it  makes  available  a  larger 
amount  of  resources  that  can  be  drawn  upon  freely  without  any,  or  at 
any  rate  with  only  a  few,  conditions  attached.  To  that  extent  it  will  be 
necessary  to  guard  against  a  possible  inflationay  impact.  The  tem¬ 
porary  liberalization  of  access  to  IMF  credit  exceeds  the  scheduled 
quota  increase  and,  thereby,  should  help  smooth  the  continuing  financial 
repjercussions  of  the  recession  in  the  immediate  future.  By  the  time  the 
permanent  increase  in  IMF  resources  is  in  place,  this  exceptional  bridging 
suppx)rt  should  no  longer  be  necessary. 

For  the  industrial  countries  the  IMF  resources  will  be  supplemented 
by  the  agreement  reached  last  spring  to  establish  a  mutual  Financial  Sup- 
fxsrt  Fund  among  members  of  the  OECD.  This  fund  is  designed  to  backstop 
traditional  sources  of  financing  and  is  to  come  into  use  only  when  financing 
is  not  available  at  reasonable  rates  through  other  channels.  Drawings  up>on 
the  Supp>ort  Fund  will  be  conditional  upK>n  the  pursuit  of  appropriate 
domestic  and  international  economic  policies  and  upxm  progress  toward 
increased  conservation  and  production  of  energy.  Thus,  the  Fund  effectively 
constitutes  an  effort  by  industrialized  oil  consumers  to  insure  against  too 
great  a  bilateral  financial  dependence  up>on  oil  producers  and  to  guard 
against  protectionist  or  divisive  measures  designed  to  improve  external 
payments  positions  at  the  expense  of  others.  To  the  extent  that  it  prevents 
member  countries  from  taking  restrictive  payments  measures,  and  more 
generally  by  contributing  to  an  improved  world  economic  outlook,  the  Fund 
would  also  be  of  help  to  nonmember  countries. 

For  the  poorer  among  the  LDCs,  the  establishment  of  the  Trust  Fund  in 
the  IMF  is  of  great  importance,  as  noted  above.  Of  potential  help  to  a 
broader  spectrum  of  I,DCs  is  the  decision  to  liberalize  significantly  the  IMF’s 
compensatory  financing  facility.  Under  this  facility  the  IMF  provides  bal¬ 
ance  of  payments  support  in  amounts  additional  to  normal  IMF  credit 
available  to  member  countries  who  are  experiencing  a  shortfall  in  export 
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earnings  for  reasons  beyond  their  control.  The  IMF’s  buffer  stock  facility, 
which  assists  countries  in  balance  of  payments  need  that  have  made  ccm- 
tributions  to  international  buffer  stocks,  is  also  being  modestly  liberalized. 

THE  CURRENT  FINANCIAL  POSITION  OF  THE  NON-OIL  LDCs 

The  difficulties  experienced  by  LDCs  in  adjusting  to  the  higher  price  of  oil 
have  been  comp>ounded  by  the  depth  of  the  recession  that  the  oil  price  in¬ 
creases  themselves  help)ed  to  produce.  So  far,  the  financing  of  the  large  pay¬ 
ments  deficits  which  the  non-oil  LDCs  have  been  incurring  since  1973  has 
been  managed  with  considerably  less  strain  than  was  feared.  Consequently 
actual  expenditures  requiring  forei^  currencies  have  been  curtailed  con¬ 
siderably  less  than  was  exp)ected.  The  combined  deficit  on  goods  and 
services  of  the  non-oil  LDCs  in  1975  is  estimated  at  approximately  $35 
billion.  Total  financing  requirements,  however,  would  be  in  the  $40- 
to  $45-billion  range,  since  scheduled  debt  amortization  must  be  added. 
These  requirements  were  partly  met  by  official  aid  flows  and  financing 
available  through  the  IMFs  Oil  Facility.  Through  mid-1975  most  LDCs 
were  able  to  finance  the  remainder  with  little  recourse  to  their  first-line 
resources.  Reserves,  which  had  grown  by  very  large  amounts  during  the 
1972-73  commodity  inflation,  and  conditional  IMF  resources  were  not 
drawn  on  to  any  considerable  extent.  In  addition  to  official  aid  flows,  the 
main  financing  came  from  bank  lending  and  trade  credits,  an  indication 
that  a  large  number  of  these  countries  have  maintained  their  credit  worthi¬ 
ness  in  the  view  of  private  lenders.  Many  LDCs  seem  to  have  preferred  bank 
borrowing  because  a  rundown  of  their  reserves  or  IMF  resources  might  have 
eroded  their  credit  standing. 

In  1976  the  overall  position  of  the  non-oil  LDCs  could  improve  some¬ 
what  (Table  43).  The  recession  caused  the  external  balances  of  the  indus¬ 
trial  countries  to  move  from  large  deficits  toward  surplus  in  1975,  and  the 
counterpart  of  these  changes  was  to  be  found  in  deteriorating  payments 
positions  of  the  developing  countries.  In  1976  this  pattern  should  be  partially 
reversed  as  the  recovery  proceeds.  The  earnings  of  non-oil  LDCs  may  there¬ 
fore  begin  to  rise  once  more  and  could  well  rise  faster  than  imports.  The 
non-oil  LDCs  as  a  group  have  lagged  behind  the  industrial  countries  in  the 
cycle;  and  many  began  to  take  deflationary,  or  imp>ort-reducing,  measures 
only  sometime  during  1975.  Thus  imports  in  1976  may  show  little,  if  any, 
growth.  Accordingly,  financing  requirements  for  the  year  may  be  in  the 
$30-  to  $33-billion  range  on  a  goods  and  services  basis,  and  in  the  $35-  to 
$40-billion  range  when  debt  amortization  is  taken  into  account. 

Private  market  sources  still  appear  to  be  willing  to  increase  their  lending 
to  a  number  of  these  countries.  Although  their  debt  burden  has  grown 
considerably  in  nominal  terms  since  1973,  inflation  has  reduced  their  real 
debt  pxrsition.  Consequently  debt  burdens,  in  real  terms,  may  not  be  too 
far  from  their  level  of  1972  or  thereabouts. 
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The  fact  that  financial  disaster  or  drastic  cutbacks  in  development 
plans  and  economic  growth  have  so  far  been  avoided  in  the  larger  number 
of  non-oil  LDCs  does  not  mean  that  their  situation  can  be  viewed  with 
equanimity.  Some  countries’  financial  positions  are  indeed  precarious. 
Considerable  amounts  of  official  aid  will  be  necessary,  particularly  since 
their  problems  are  likely  to  be  compounded  over  time.  But  such  aid  should 
be  conditional  upon  the  adoption  of  appropriate  policies  that  will  allow 
existing  growth  potential  to  come  fully  into  play.  For  the  remaining  coun¬ 
tries  the  oudook  is  more  encouraging,  partly  because  of  their  natural  en¬ 
dowment,  partly  because  of  efficient  domestic  management,  and  other  rea¬ 
sons.  For  these  countries,  the  increase  in  official  financial  resources  cur¬ 
rently  being  put  in  place,  in  addition  to  their  access  to  private  financing, 
may  well  suffice.  The  need  is  clear,  however,  to  assure  that  these  financing 
facilities  are  promptly  accessible. 

The  Extended  Fund  Facility  of  the  IMF  is  already  in  place.  This  facility 
provides  considerably  more  liberal  financing  possibilities  in  connection  with 
programs  aiming  at  major  structural  changes  than  the  regular  IMF 
resources  do,  both  in  terms  of  amounts  and  in  terms  of  maturities  of 
loans  available.  In  addition,  the  Trust  Fund  will  become  operational  early 
this  year,  as  will  the  liberalization  of  the  IMF’s  compensatory  financing 
and  buffer  stock  facilities  discussed  above.  These  facilities  and  the  enlarged 
access  to  regular  resources  of  the  IMF  represent  important  safeguards 
against  financing  problems  that  may  arise  in  1976. 

EARNINGS  STABILIZATION  AND  COMMODITY 
ARRANGEMENTS 

In  part  because  of  the  financial  problems  created  by  the  higher  oil  prices 
and  the  waning  of  the  commodity  boom  of  1972-73,  developing  countries 
have  forcefully  attempted  to  focus  the  world’s  attention  on  their  longer-run 
problems.  LDC  demands  stem  mainly  from  a  desire  to  maintain  or  increase 
the  purchasing  pxjwer  of  their  expert  earnings  and  to  receive  increased  aid 
flows  from  richer  countries.  In  certain  matters,  the  interests  of  LDCs  and  in¬ 
dustrial  countries  clearly  coincide.  The  large  fluctuations  in  prices  for  primary 
products  disrupt  LDCs’  developjment  plans  and  compx>und  inflationary  prob¬ 
lems  in  the  industrial  countries.  In  addition,  greater  earnings  stability  in  the 
commodity  area  would  help  the  investment  climate  and  thereby  contribute 
to  adequacy  of  supply.  In  recognition  of  these  facts  the  liberalization  of  the 
comp>ensatory  financing  and  the  buffer  stock  facilities  in  the  IMF,  noted 
above,  have  been  agreed  upon. 

As  part  of  its  ap>proach  to  commodity  problems,  the  United  States  has 
expressed  willingness  to  discuss  commodity  agreements  case  by  case.  U.S. 
objectives  are  to  arrive  at  agreements  which  reduce  excessive  price  swings 
without  raising  commodity  prices  above  their  long-term  market  trends  and 
without  significantly  weakening  the  functioning  of  market  forces.  In  line  with 
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these  objectives,  the  U.S.  view  is  that  production  controk  and  export  restric¬ 
tions  should  be  avoided,  because  they  create  supply  rigidities  and  longer-run 
market  distortions  and  because  they  result  in  misallocation  of  resources  and 
excessive  costs  to  consumers. 

The  current  approach  to  earnings  stabilization  problems  relies  on  financ¬ 
ing  arrangements  through  the  IMF  which  help  smooth  shortfalls  in  export 
earnings  and  on  joint  producer-consumer  efforts  to  contain  cyclical  price 
fluctuations  through  buffer  stock  arrangements.  Past  attempts  at  using  buffer 
stocks  generally  have  foundered  upon  the  inadequate  size  of  such  stocks,  the 
high  costs  of  holding  inventory,  and  breakdowns  in  agreements  among  mem¬ 
bers  on  operating  the  stocks.  Some  of  these  drawbacks  were  due  in  part  to 
the  fact  that  the  direct  cost  was  carried  by  producers.  The  current  approach, 
which  brings  producers  and  consumers  together,  perhaps  carries  a  better 
promise  for  success  than  past  buffer  stock  programs,  in  terms  of  both  setting 
more  realistic  stock  disposal  rules  and  attempting  to  provide  sufficient  safe¬ 
guards  to  protect  consumers  from  a  situation  where  average  prices  over  the 
cycle  are  significantly  higher  than  competitive  market  prices  would  have 
been. 

The  general  and  specific  problems  relating  to  commodity  issues  are  being 
discussed  in  various  international  forums.  One  of  the  major  issues  that  con¬ 
tinues  to  be  pressed  by  the  LDCs  is  some  provision  to  link  their  export  prices 
to  changes  in  prices  for  manufactured  goods.  These  “indexation”  proposals 
need  to  be  opposed  on  various  grounds.  First,  efficient  use  of  economic  re¬ 
sources  depends  up>on  the  smooth  functioning  of  the  price  mechanism.  If 
relative  prices  were  frozen,  misallocation  of  resources  would  inevitably  result. 
Second,  because  such  arrangements  tend  to  result  in  selling  prices  that  are 
higher  than  market  forces  would  bring  about,  they  impart  an  inflationary 
bias  to  the  international  economic  system.  Therefore,  earnings  stabilization 
schemes  can  better  be  implemented  through  the  more  market-oriented  ways 
discussed  above,  and  any  transfer  of  resources  to  the  poorer  countries  can 
better  be  accomplished  through  official  aid  channels. 
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LETTER  OF  TRANSMITTAL 

Council  of  Economic  Advisers, 
Washington,  D.C.,  December  31, 1975. 

The  President: 

Sir:  The  Council  of  Economic  Advisers  submits  this  report  on  its  activities 
during  the  calendar  year  1975  in  accordance  with  the  requirements  of  the 
Congress,  as  set  forth  in  Section  4(d)  of  the  Employment  Act  of  1946. 
Respectfully, 

Alan  Greenspan,  Chairman. 
Paul  W.  MacAvoy. 

Burton  G.  Malkiel. 
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Report  to  the  President  on  the  Activities  of  the 
Council  of  Economic  Advisers  During  1975 


The  Ck>uncil  of  Economic  Advisers  was  established  by  the  Employment 
Act  of  1946  to  provide  economic  analysis  and  advice  to  the  President  and 
thus  to  assist  him  in  the  development  and  evaluation  of  economic  policies. 

Alan  Greenspan  served  as  Chairman  of  the  Council  during  1975.  On 
June  13,  1975,  Paul  W.  MacAvoy  became  a  Member  of  the  Council,  suc¬ 
ceeding  Gary  L.  Seevers,  who  left  the  Council  on  April  15,  1975.  Mr. 
Seevers,  who  became  a  Member  in  July  1973,  is  at  present  a  Conunissioner 
of  the  Conunodity  Futures  Trading  Commission.  Mr.  MacAvoy  is  on  leave 
of  absence  from  the  Massachusetts  Institute  of  Technology,  where  he  is 
Henry  R.  Luce  Professor  of  Public  Policy. 

On  July  22,  1975,  Burton  G.  Malkiel  became  a  Member  of  the  Council, 
filling  a  vacancy  created  by  the  departure  of  William  J.  Fellner,  who  left 


Past  Council  Members  and  their  dates  of  service  are  listed  below 
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Position 

Oath  of  offica  data 

Augusts,  1946 . 

August  9i  1946 . 

May  10. 1950 . 

May  10,  i950 . 

Roy  Blough . 

Juna  29,  1950 . 

March  19, 1953 . 

Waltar  W.  Stawart . 

Raymond  J.Saulniar . 

April  4, 1955 . 

Josaph  S.  Davis . 

May  2, 1955 . 
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January  29. 1961 . 
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Arthur  M.  Okun . 
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Fabruary  2,1966 . 
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Fabruary  25,  1975. 
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the  Council  on  February  25  to  return  to  the  American  Enterprise  Institute, 
where  he  is  Resident  Scholar.  Mr.  MalkicI  is  on  leave  of  absence  from 
Princeton  University,  where  he  is  Gordon  S.  jRentschler  Memorial  Professor 
of  Economics. 

RESPONSIBILITIES  OF  THE  COUNCIL 

The  principal  directive  of  the  Employment  Act  is  that  the  Federal  Gov¬ 
ernment  “use  all  practicable  means  consistent  with  its  needs  and  obliga¬ 
tions  .  .  .  for  the  purpose  of  creating  and  maintaining  .  .  .  conditions 
.  .  .  to  promote  maximum  employment,  production,  and  purchasing 
power.” 

The  basic  responsibility  of  the  Council  of  Economic  Advisers  is  the  analy¬ 
sis  of  economic  problems  and  the  interpretation  of  trends  and  changes  in 
the  economy  to  assist  the  President  in  the  development  and  evaluation  of 
national  economic  policies.  The  Council  prepares  regular  reports  on  current 
economic  conditions  and  forecasts  of  future  economic  developments,  and 
its  recommendations  are  considered  in  the  formulation  of  economic  policy. 

The  Council  also  performs  a  direct  advisory  role  both  within  the  Executive 
Office  of  the  President  and  through  participation  in  intendency  groups  in 
which  representatives  of  various  departments,  agencies,  and  offices  in  the 
executive  branch  evaluate  current  programs  and  consider  and  develop  new 
ones.  The  scope  of  its  efforts  covers  a  wide  range  of  economic  problems  which 
come  before  the  Office  of  the  President. 

During  1975  the  Council  and  its  staff  contributed  to  the  study  of  many 
different  economic  issues.  The  analysis  of  current  developments  in  business 
activity  and  the  evaluation  of  alternative  macroeconomic  and  energy  policies 
were  an  important  part  of  the  Council’s  work  last  year.  The  Council  also 
participated  in  the  analysis  of  future  capital  requirements ;  foreign  economic 
conditions,  and  international  financial  developments;  issues  and  pro- 
pxKals  regarding  agriculture  and  food  policy,  agricultural  exports,  and  com¬ 
modity  trade  policies;  measures  to  improve  the  functioning  of  the  labor 
markets  and  to  alleviate  the  impact  of  the  recession;  measures  and  programs 
to  support  housing  construction  and  to  stimulate  investment  in  the  public 
utility  industry;  alternative  proposals  to  deal  with  a  wide  range  of  energy 
issues  and  problems;  transportation  problems  and  policies;  policy  proposals 
in  regulatory  reform;  proposals  for  more  effective  health  insurance,  income 
maintenance,  and  social  insurance  systems;  and  measures  to  improve  the 
Government’s  economic  statistics. 

Early  each  year  the  President  submits  the  Economic  Report  of  the  Presi¬ 
dent  to  the  Congress  as  required  by  the  Employment  Act.  The  Council 
assumes  major  responsibility  for  the  preparation  of  this  Report,  which  to¬ 
gether  with  the  Annual  Report  of  the  Council  of  Economic  Advisers  reviews 
the  progress  of  the  economy  over  the  past  year  and  outlines  the  Administra¬ 
tion’s  policies  and  programs. 


158 


The  Chairman  is  a  member  of  the  Economic  Policy  Board  and  of  its  Exec¬ 
utive  Committee.  This  Board  was  formed  in  October  1974  to  direct  the 
formulation,  coordination,  and  implementation  of  economic  policy.  The 
Executive  Committee,  which  serves  as  the  focal  point  for  economic  policy 
making,  meets  daily  to  address  current  issues  of  economic  policy.  It  is  chaired 
by  the  Secretary  of  the  Treasury  and  consists  of  the  Chairman  of  the  Coun¬ 
cil  of  Economic  Advisers,  the  Director  of  the  Office  of  Management  and 
Budget,  the  Secretary  of  State,  the  Secretary  of  Commerce,  the  Secretary 
of  Labor,  the  Executive  Director  of  the  Council  on  International  Economic 
Policy,  and  the  Assistant  to  the  President  for  Economic  Affairs,  who  is  the 
Executive  Director  of  both  the  Economic  Policy  Board  and  its  Executive 
Committee.  The  Executive  Conunittee,  often  augmented  by  the  Chairman 
of  the  Board  of  Governors  of  the  Federal  Reserve  System,  meets  regularly 
with  the  President  to  review  economic  conditions,  makes  recommendations, 
and  discusses  possible  changes  in  economic  policy. 

The  Chairman  of  the  Council  is  a  member  of  the  Executive  Committee  of 
the  President’s  Energy  Resources  Council,  which  was  instituted  in  October 
1974  to  formulate  and  coordinate  energy  pjolicy.  The  Chairman  also  heads 
the  U.S.  delegation  to  the  Economic  Policy  Committee  of  the  Organization 
for  Economic  Cooperation  and  Development  and  serves  as  vice  chairman 
of  the  Committee.  Council  Members  and  staff  economists  attend  meetings 
of  various  working  parties  of  the  Committee  during  the  year. 

The  review  and  analysis  of  the  overall  performance  of  the  economy  is 
conducted  and  coordinated  through  a  series  of  “Troika”  working  groups, 
comprising  representatives  of  the  Council,  the  Treasury,  and  the  Office  of 
Management  and  Budget.  At  regular  intervals  economists  from  these 
agencies  evaluate  recent  economic  performance  and  formulate  economic 
forecasts  which  are  then  reviewed  by  a  second  group,  chaired  by  a 
Council  Member  and  including  a  representative  of  the  Treasury  and  the 
Office  of  Management  and  Budget.  The  analysis  and  projections  are  finally 
reviewed  and  cleared  through  the  Chairman  of  the  Council  for  presentation 
and  consideration  by  the  Executive  Committee  of  the  Economic  Policy 
Board. 

The  Council  has  initiated  a  series  of  quarterly  meetings  at  which  leading 
economists  are  invited  to  present  their  views  on  the  economy  and  economic 
policy  to  the  Executive  Committee  of  the  Economic  Policy  Board.  Three  of 
these  meetings  were  held  in  1975.  The  economists  who  attended  included 
Gardner  Ackley  (University  of  Michigan),  Henry  L.  Duncombe  (General 
Motors),  Otto  Eckstein  (Harvard  University),  Robert  E.  Hall  (Massachu¬ 
setts  Institute  of  Technology) ,  Walter  W.  Heller  (University  of  Minnesota) , 
Hendrik  S.  Houthakker  (Harvard  University),  Albert  G.  Matamoros  (Arm¬ 
strong  Cork  Company),  Paul  W.  McCracken  (University  of  Michigan), 
James  Meigs  (Claremont  College),  Allan  H.  Meltzer  (Camegie-Mellon 
University),  William  D.  Nordhaus  (Yale  University),  Arthur  M.  Okun 
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(The  Brookings  Institution),  Leif  Olsen  (First  National  City  Bank,  New 
York),  William  Poole  (Brown  University),  Albert  E.  Rees  (Princeton  Uni¬ 
versity),  Paul  Samuelson  (Massachusetts  Institute  of  Technology),  Herbert 
Stein  (University  of  Virginia),  James  Tobin  (Yale  University),  and 
Marina  v.N.  Whitman  (University  of  Pittsburgh) . 

“A  Study  of  Fixed  Capital  Requirements  of  the  U.S.  Business  Economy, 
1971-1980”  was  prepared  for  the  Council  of  Economic  Advisers  under  the 
direction  of  Beatrice  N.  Vaccara,  Associate  Director  for  National  Analysis 
and  Projections  of  the  Department  of  Commerce.  The  results  of  this  study 
are  used  in  this  Report,  and  the  entire  study  is  available  from  the  Bureau 
of  Economic  Analysis  of  the  Department  of  Commerce. 

The  Joint  Economic  Committee  (JEC),  like  the  Council,  was  created 
by  the  Employment  Act  of  1946  to  make  a  continuing  study  of  matters 
relating  to  the  economy  and  to  submit  its  own  report  and  recommendations 
to  the  Congress.  During  1975  the  Chairman  and  Council  Members  appeared 
before  the  JEC  five  times.  The  Chairman  and  the  Council  also  presented 
testimony  before  the  Budget  Committees  of  the  House  and  Senate  on  a 
number  of  occasions  during  the  year  and  appeared  before  a  number  of 
other  committees  of  the  Congress  to  discuss  budgetary,  energy,  and  other 
related  issues. 

The  Annual  Report  of  the  Council  of  Economic  Advisers,  contained  in 
the  Economic  Report  of  the  President,  is  the  main  vehicle  through  which 
the  Council  informs  the  public  of  its  work  and  its  views.  It  presents  a  com¬ 
prehensive  review  and  analysis  of  economic  conditions,  forecasts,  and  pro¬ 
jections  for  the  coming  year,  as  well  as  an  explanation  of  the  Administra¬ 
tion’s  economic  policy.  In  recent  years  about  50,000  copies  of  the  Economic 
Report  have  been  distributed.  The  Council  also  presents  its  views  on  current 
economic  problems  and  developments  through  occasional  press  briefings, 
testimony  before  various  congressional  committees,  and  speeches  and  papers 
presented  by  the  Chairman  and  the  Members  of  the  Council.  The  Council 
also  assumes  primary  responsibility  for  the  monthly  publication  Economic 
Indicators.  It  is  prepared  by  the  Council’s  Statistical  Office  under  the  direc¬ 
tion  of  Frances  M.  James  and  issued  by  the  Joint  Economic  Committee  with 
a  distribution  of  about  10,000  copies. 

ORGANIZATION  AND  STAFF  OF  THE  COUNCIL 
OFFICE  OF  THE  CHAIRMAN 

The  Chairman  is  responsible  for  communicating  the  Council’s  views  to 
the  President.  This  duty  is  performed  both  through  discussions  with  the 
President  and  through  regular  reports  on  economic  developments.  The 
Chairman  also  represents  the  Council  at  Cabinet  meetings  and  at  many 
other  formal  and  informal  meetings  of  Government  officials.  He  exercises 
ultimate  responsibility  for  directing  the  work  of  the  professional  staff. 
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COUNCIL  MEMBERS 


The  Council  Members  directly  supervise  the  work  of  the  staff,  are  respon¬ 
sible  for  all  subject  matter  covered  by  the  Council,  and  represent  the  Council 
at  numerous  meetings,  where  they  assume  major  responsibility  for  the  Coun¬ 
cil’s  involvement.  Whenever  the  Chairman  is  absent  from  Washington,  one 
of  the  Council  Members  becomes  Acting  Chairman. 

In  practice  the  Chairman  and  the  Council  Members  work  as  a  team.  For 
op>erational  reasons,  however,  subject  matter  is  divided  informally  between 
the  Council  Members.  Mr.  Malkiel  is  responsible  for  analysis  of  business 
conditions,  short-term  forecasting,  and  matters  related  to  monetary  and  fis¬ 
cal  policy;  international  trade  and  finance;  manpower  employment  and 
developments  in  the  labor  market;  financial  markets;  housing;  taxation; 
and  social  security.  Mr.  Malkiel  is  the  Chairman  of  the  second-level  Troika 
group  and  also  of  the  Economic  Policy  Board’s  subcommittee  on  improving 
economic  statistics.  Mr.  MacAvoy’s  responsibility  encompasses  energy;  nat¬ 
ural  resources  and  commodity  trade  issues;  food  and  agriculture;  health, 
education,  and  welfare;  environmental  problems;  transportation;  regulated 
industries;  and  antitrust  questions.  He  is  Chairman  of  the  Economic  Policy 
Board’s  Food  Deputies  Group  and  co-Chairman  of  the  Domestic  Council 
Group  on  Regulatory  Reform. 

PROFESSIONAL  STAFF 

At  the  end  of  1975  the  professional  staff  and  their  special  fields  of  eco¬ 
nomic  analysis  were ; 

Senior  Staff  Economists 

Labor  and  Human  Resources 
Prices  and  Industry  Studies 
Special  Assistant  to  the  Chairman 
Fiscal  Policy,  Public  Finance,  Housing,  and  Capital 
Formation 

Agriculture  and  Food 
Econometrics  and  Forecasting 
International  Finance  and  Trade 
Labor  and  Human  Resources 
Economic  Analysis,  Environment,  and  Technology 
Energy  Analysis  and  Policy 

Monetary  Policy,  Financial  Institutions,  Capital 
Markets,  and  Interest  Rates 

Statisticians 


Frances  M.  James .  Senior  Staff  Statistician 

Catherine  H.  Furlong .  Statistician 

Staff  Economists 

Doral  S.  Cooper .  International  Trade  and  Finance 

David  C.  Munro .  Business  Conditions,  Analysis,  and  Forecasting 

Rosemary  Quintano .  Economic  Analysis,  Prices,  and  Forecasting 


Barry  R.  Chiswick . 

John  D.  Darroch . 

John  M.  Davis,  Jr. . . 

George  M.  von  Furstenberg 

Bruce  L.  Gardner . 

R.  Jeffery  Green . 

Helen  B.  Junz . 

June  A.  O’Neill . 

Frederick  M.  Peterson . 

Milton  Russell  . 

John  L.  Scadding . 
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Junior  Staff  Economists 


David  W.  Brazell . Monetary  Policy  and  Environment 

David  B.  Crary . Monetary  Policy  and  Financial  Markets 

James  W.  Moser .  Labor  and  Human  Resources 

Joan  M.  Porter . Econometrics  and  Forecasting 

Valerie  Sarris . Public  Finance  and  Energy 

J.  W.  Henry  Watson . Regulated  Industries  and  Transportation 

Paul  C.  Westcott . Economic  Analysis,  Agriculture,  and  Transportation 


Frances  M.  James,  Senior  Staff  Statistician,  is  in  charge  of  the  Statistical 
Office  and  manages  the  Council’s  economic  and  statistical  information 
system.  She  supervises  the  publication  of  Economic  Indicators  and  the 
preparation  of  tables  and  charts  for  the  Economic  Report  and  for  the 
Council’s  work.  She  also  directs  the  fact  checking  of  memoranda,  testimony, 
and  speeches.  Catherine  H.  Furlong,  Dorothy  Bagovich,  and  Natalie  Rentfro 
assist  Miss  James. 

During  the  summer  James  R.  Golden  (U.S.  Military  Academy)  was  a 
member  of  the  professional  staff.  Robert  S.  Dohner  (Massachusetts  Insti¬ 
tute  of  Technology)  assisted  the  Council  in  the  prejyaration  of  the  Report. 
The  Council  conducts  a  program  under  which  student  interns  are  appointed 
for  temporary  periods.  The  summer  intern  for  1975  was  Robert  E.  Berry 
(University  of  Virginia). 

A  large  number  of  economists  provided  professional  assistance  or  served 
as  consultants  to  the  Council.  These  included  Alan  S.  Blinder  (Princeton 
University),  William  H.  Branson  (Princeton  University),  Murray  F.  Foss 
(National  Bureau  of  Economic  Research),  Roger  W.  Gray  (Stanford  Uni¬ 
versity),  Hendrik  S.  Houthakker  (Harvard  University),  Lawrence  R.  Klein 
(University  of  Pennsylvania),  Myron  S.  Scholes  (University  of  Chicago), 
Herbert  Stein  (University  of  Virginia),  Susan  M.  Wachter  (University  of 
Pennsylvania) ,  and  Marina  v.N.  Whitman  (University  of  Pittsburgh) . 

In  preparing  the  Economic  Report  the  Council  relied  upon  the  editorial 
assistance  of  Rosannah  C.  Steinhoff.  Special  assistance  in  connection  with 
the  Report  was  also  furnished  by  Dorothy  L.  Reid,  a  former  member  of  the 
Council  staff. 

SUPPORTING  STAFF 

The  Administrative  Office  provides  administrative  support  for  the  entire 
Council  staff  which  includes  preparation  and  analysis  of  the  Council’s 
budget;  procurement  of  equipment  and  supplies;  responding  to  letters 
and  inquiries  from  the  general  public ;  and  distribution  of  Council  speeches, 
reports,  and  congressional  testimony.  The  Administrative  Office  consisted 
of  Nancy  F.  Skidmore,  Elizabeth  A.  Kaminski,  and  Bettye  T.  Siegel.  The 
duplicating,  mail,  and  messenger  department  was  operated  by  James  W. 
Gatling,  Frank  C.  Norman,  and  Jerry  W.  Gatling. 

Serving  on  the  secretarial  staff  for  the  Chairman  and  Council  Members 
during  1975  were  Anne  V.  Jackson,  Joyce  A.  Pilkerton,  Patricia  A.  Lee, 
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Alice  H.  Williams,  and  Margaret  A.  Bocek.  Secretaries  for  the  professional 
staff  included  Mary  C.  Fibich,  Dorothy  L.  Green,  Bessie  M.  Lafakis, 
Eamestine  Reid,  Linda  A.  Reilly,  Margaret  L.  Snyder,  and  Lillie  M. 
Stumiolo. 

DEPARTURES 

The  Council’s  professional  staff  members  are  drawn  primarily  from  uni¬ 
versities  and  research  institutions.  Murray  F.  Foss,  who  served  with  the 
Council  for  6  years,  retired  from  Government  service  in  1975  to  take  up 
new  duties  as  a  Senior  Research  Associate  with  the  National  Bureau  of 
Economic  Research,  Washington.  Other  senior  staff  economists  who  re¬ 
signed  during  the  year  were  Joseph  G.  Kvasnicka  (Federal  Reserve  Bank, 
Chicago),  James  C.  Miller  III  (Council  on  Wage  and  Price  Stability), 
Allan  G.  Pulsipher  (Southern  Illinois  University),  G.  Edward  Schuh  (Pur¬ 
due  University) ,  and  J.  Richard  Zecher  (Tulane  University) . 

Junior  economists  who  resigned  in  1975  were  Joseph  P.  Kalt  (University 
of  California,  Los  Angeles),  Leroy  O.  Laney  (Department  of  the  Treasury), 
Robert  J.  Schanzmeyer  (Rice  University),  and  Robert  S.  Stillman  (Univer¬ 
sity  of  California,  Los  Angeles) .  Other  resignations  included  James  H.  Ayres, 
Administrative  Officer,  Ruth  Ann  Butler,  secretary,  and  Mary  P.  Kane, 
research  assistant. 
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Appendix  B 

STATISTICAL  TABLES  RELATING  TO  INCOME, 
EMPLOYMENT,  AND  PRODUCTION 


165 


I 

I 

t 


CONTENTS 


'  NATIONAL  INCOME  OR  EXPENDITURE:  P,., 

B-1.  Gross  national  product  or  expenditure,  1946-75 .  171 

B-2.  Gross  national  product  or  expenditure  in  1972  dollars,  1946-75 .  172 

<  B-3.  Implicit  price  deflators  for  gross  national  product,  1946-75 .  174 

B— 4.  Gross  national  product  by  major  type  of  product,  1946-75 .  176 

B-5.  Gross  national  product  by  major  type  of  product  in  1972  dollars, 

1946-75 .  177 

\  Gross  national  product  by  sector,  1946-75 .  178 

*  B-7.  Gross  national  product  by  sector  in  1972  dollars,  1946-75 .  179 

B-8.  Gross  domestic  product  of  nonfinancial  corporate  business,  1946-75.  180 

B-9.  Gross  private  domestic  investment,  1946-75 .  181 

B-10.  Inventories  and  final  sales  of  business  in  current  and  1972  dollars, 

1957-75 .  182 

*  B-1 1.  Relation  of  gross  national  product  and  national  income,  1946-75. . . .  183 

I  B-1 2.  National  income  by  type  of  income,  1946-75 .  184 

j  B-I3.  Relation  of  national  income  and  personal  income,  1946-75 .  186 

B-14.  Disposition  of  personal  income,  1946-75 .  187 

’  B-1 5.  Sources  of  personal  income,  1946-75 .  188 

^  B-16.  Personal  consumption  expenditures,  1946-75 .  190 

I  B-1 7.  Total  and  per  capita  disposable  personal  income  and  personal  con* 

t  sumption  expenditures  in  current  and  1972  dollars,  1946-75 .  191 

j  B-18.  Gross  saving  and  investment  1946-75 .  192 

B-19.  Saving  by  individuals,  1946-75 .  193 

^  B-20.  Number  and  money  income  (in  1974  dollars)  of  families  and  unrelated 

individuals,  by  race  of  head,  1947-74 .  194 

POPULATION,  EMPLOYMENT,  WAGES,  AND  PRODUCTIVITY: 

B-21.  Population  by  age  groups,  1929-75 .  195 

I  B-22.  Noninstitutional  population  and  the  labor  force,  1929-75 .  196 

I  B-23.  Civilian  employment  and  unemployment  by  sex  and  age,  1947-75. .  198 

I  B-24.  Selected  unemployment  rates,  1948-75 .  199 

1  B-25.  Unemployment  by  duration,  1947-75 .  200 

j  B-26.  Unemployment  insurance  programs,  selected  data,  1946-75  .  201 

I  B-27.  Wage  and  salary  workers  in  nonagricultural  establishments,  1929-75  .  202 

I  B-28.  Average  weekly  hours  and  hourly  earnings  in  selected  private  non- 

I  agricultural  industries,  1947-75  .  204 

j  B-29.  Average  weekly  earnings  in  selected  private  nonagricultural  Indus- 

I  tries,  1947-75  .  205 

j  B-30.  Productivity  and  related  data,  private  economy,  1947-75  .  206 

I  B-3 1.  Changes  in  productivity  and  related  data,  private  economy,  1948-75..  207 


167 


PRODUCTION  AND  BUSINESS  ACTIVITY:  Page 

B-32.  Industrial  production  indexes,  major  industry  divisions,  1929-75. . . .  208 

B-33.  Industrial  production  indexes,  market  groupings,  1947-75  .  209 

B-34.  Industrial  production  indexes,  selected  manufactures,  1947-75 .  210 

B-35.  Capacity  utilization  raie  in  manufacturing,  1947-75  .  211 

B-36.  New  construction  activity,  1929-75  .  212 

B-37.  New  housing  starts  and  applications  for  financing,  1929-75 .  214 

B-38.  Business  expenditures  for  new  plant  and  equipment,  1947-76 .  216 

B-39.  Sales  and  inventories  in  memufacturing  and  trade,  1947-75 .  217 

B-40.  Manufacturers’  shipments  and  inventories,  1947-75 .  218 

B-41.  Manufacturers’  new  and  unfilled  orders,  1947-75 .  219 

PRICES: 

B-42.  Consumer  price  indexes  by  expenditure  classes,  1929-75 .  220 

B-43.  Consumer  price  indexes  by  commodity  and  service  groups,  1939-75.  221 

B— 44.  Consumer  price  indexes,  selected  commodities  and  services,  1939-75.  222 

B-45.  Consumer  price  indexes,  seasonadly  adjusted,  1972-75  .  223 

B-46.  Percent  changes  in  consumer  price  indexes,  major  groups,  1948-75. .  224 

B-47.  Wholesale  price  indexes  by  major  commodity  groups,  1929-75  .  225 

B-48.  Wholesale  price  indexes  by  stage  of  processing  and  by  special  group¬ 
ings,  1947-75 .  227 

B-49.  Wholesale  price  indexes  for  selected  groupings,  seasonally  adjusted, 

1972-75  .  229 

B-50.  Percent  changes  in  wholesale  price  indexes,  major  groups,  1948-75. .  230 

MONEY  STOCK,  CREDIT,  AND  FINANCE: 

B-51.  Money  stock  measures,  1947-75 .  231 

B-52.  Commercial  bank  loans  and  investments,  1930-75 .  232 

B-53.  Total  funds  raised  in  credit  markets  by  nonfinancial  sectors,  1967-75.  233 

B-54.  Private  liquid  asset  holdings,  nonfinancial  investors,  1959-75 .  235 

B-55.  Federal  Reserve  Bank  credit  and  member  bank  reserves,  1929-75. .  236 

B-56.  Aggregate  reserves  and  member  bank  deposits,  1959-75 .  237 

B-57.  Bond  yields  and  interest  rates,  1929-75 .  238 

B-58.  Short- and  intermediate-term  consumer  credit  outstanding,  1929-75.  240 

B-59.  Instalment  credit  extended  and  repaid,  1946-75  .  241 

B-60.  Mortgage  debt  outstanding  by  type  of  property  and  of  financing, 

1939-75 .  242 

B-61.  Mortgage  debt  outstanding  by  lender,  1939-75 .  243 

B-62.  Net  public  and  private  debt,  1929-74  .  244 

GOVERNMENT  FINANCE: 

B-63.  Federal  budget  receipts  and  outlays,  fiscal  years  1929-77 .  245 

B--64.  Federal  budget  receipts,  outlays,  and  debt,  fiscal  years  1967-77..  246 

B-65.  Relation  of  the  Federal  budget  to  the  Federal  sector  of  the  national 

income  and  product  accounts,  fiscal  years  1975-77 .  248 

B-66.  Receipts  and  expenditures  of  the  government  sector  of  the  national 

income  and  product  accounts,  1946-75 .  249 

B-67.  Receipts  and  expenditures  of  the  Federal  Government  sector  of  the 

national  income  and  product  accounts,  1949-77 .  250 

B-68.  Receipts  and  expenditures  of  the  State  and  loctil  government  sector  of 

the  national  income  and  product  accounts,  1946-75 .  251 

B-69.  State  and  local  government  revenues  and  expenditures,  selected  fiscal 

years,  1927-74 .  252 

B-70.  Public  debt  securities  by  kind  of  obligation,  1946-75  .  253 

B-71.  Estimated  ownership  of  public  debt  securities,  1946-75  .  254 

B-72.  Average  length  and  maturity  distribution  of  marketable  interest- 

bearing  public  debt,  1946-75  .  255 


168 


Pat* 


CORPORATE  PROFITS  AND  FINANCE: 

B-73.  Corporate  profits  with  inventory  valxiation  adjustment  and  without 

capital  consumption  adjustment,  by  industry,  1 946-75 .  256 

B-74.  Corporate  profits  with  inventory  valuation  adjustment  and  without 
capital  consumption  adjustment,  manufacturing  industries,  1946- 

75 .  258 

B-75.  Sales,  profits,  and  stockholders’  equity,  all  manufacturing  corpora* 

tions,  1947-75 .  260 

B-76.  Relation  of  profits  after  taxes  to  stockholders’  equity  and  to  sales,  all 

manufacturing  corporations,  1947-75 .  261 

B-77.  Relation  of  profits  after  taxes  to  stockholders’  equity  and  to  sales,  all 

manufacturing  corporations,  by  industry  group,  1974-75  .  262 

B-78.  Sources  and  uses  of  funds,  nonfarm  nonhnancial  corporate  business, 

1946-75  .  263 

B-79.  Current  assets  and  liabilities  of  U.S.  corporations,  1939-75 .  264 

B-80.  State  and  municipal  and  corporate  securities  offered,  1934-75  .  265 

B-81.  Common  stock  prices,  earnings,  and  yields,  and  stock  market  credit, 

1949-75 .  266 

B-82.  Business  formation  and  business  failures,  1929-75  .  267 

AGRICULTURE: 

B-83.  Income  of  farm  people  and  farmers,  1929-75  .  268 

B-84.  Farm  production  indexes,  1929-75  .  269 

B-85.  Farm  population,  employment,  and  productivity,  1929-75  .  270 

B-86.  Indexes  of  prices  received  and  prices  paid  by  farmers,  and  parity  ratio, 

1929-75 .  271 

B-87.  Selected  measures  of  farm  resources  and  inputs,  1929-75 .  272 

B-88.  Comparative  balance  sheet  of  the  farming  sector,  1929-76 .  273 

INTERNATIONAL  STATISTICS: 

B-89.  U.S.  balance  of  payments,  1946-75  .  274 

B-90.  U.S.  merchandise  exports  and  imports  by  commodity  groups, 

1958-75 .  276 

B-91.  U.S.  merchandise  exports  and  imports  by  area,  1969-75 .  277 

B-92.  International  reserves,  1969-75 .  278 

B-93.  U.S.  reserve  assets,  1946-75 .  279 

B^94.  International  investment  position  of  the  United  States  at  year-end, 

1960  and  1970-74  .  280 

B-95.  Price  changes  in  international  trade,  1967-75 .  281 

B-96.  Consumer  price  indexes  in  the  United  States  and  other  major  indus¬ 
trial  countries,  1955-75 .  282 

General  Notes 

Detail  in  these  tables  may  not  add  to  totals  because  of  rounding. 

Unless  otherwise  noted,  all  dollar  figures  are  in  current  dollars.  f 

See  Economic  Report  1972  for  data  for  intervening  years  not  shown  here,  | 
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NATIONAL  INCOME  OR  EXPENDITURE 

Table  B-1. — Cross  national  product  or  expenditure,  1946-75 
IBillions  of  dollars,  axcapt  as  noted;  quarterly  data  at  seasonally  adjusted  annual  rates) 


31  0  201.0  -2.1 

37.1  205.5  7.7 

39.3  209.9  19.9 

42.3  214.1  12.2 


■  See  Table  B-16  lor  detailed  components. 

*  See  Table  B-9  lor  detailed  components. 

*  Net  of  Government  sales. 

<  This  catenry  corresponds  closely  to  the  national  defense  classification  in  "The  Budfet  of  the  United  States  Government, 
Fiscal  Year  197/." 

*  Chanies  are  based  on  unrounded  data  and  therefore  may  differ  sli|htly  from  those  obtained  from  data  shown  hare. 


Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-2. — Crosi  national  product  or  expenditure  in  J972  dollars,  1946-75 
IBillioni  of  1972  dollars;  quartorly  data  at  saawnally  adjustad  annual  rataa] 


Parsonal  consumption  axpondituras  Gross  private  domestic  investment 


1 

Year  or  quarter 

1 

Gross 
national  I 
product  I 

1 

1 

ToUl  ' 

Durable  ' 
goods  1 

1 

1 

Non-  ' 
durable  i 
goods  1 

158.9  1 

Services 

1 

Total 

71.0  1 

1 

ToUl 

Fixed  inv 

No 

Total 

estment 

nresidential 

!  Pro- 

struc.  i 
lu.«  "“f**''* 

tures  1 

1  ment 

1946 . 

475.7  ! 

301.4  1 

25.8  1 

116.7 

58.8  1 

42.0 

18.8 

23.2 

1947 . 

468.3  , 

306.2  1 

30.6  i 

154.8  1 

120.8 

70.1  1 

70.4  ! 

48.9 

17.3 

31.6 

1949 . 

487.7 

312.8  ' 

33.1  j 

155.0  1 

124.6 

82.3  1 

76.8  1 

51.0 

18.4 

32.7 

1949 . 

490.7 

320.0 

36.3  1 

157.4  ' 

126.4 

65.6  1 

70.0 

46.0 

17.8 

28.2 

1950 . 

533.5 

338.1  ' 

43.4  ! 

161.8 

132.8 

93.7  1 

83.2  1 

50.0  ; 

19.1 

30.9 

1951 . 

576.5 

342.3  1 

39.9  1 

165.3 

137.1  ' 

94.1 

80.4  ! 

52.9  i 

20.6 

32.3 

1952 . 

598.5  1 

350.9  I 

38.9  1 

171.2 

140.8 

83.2  1 

78.9 

52.1  1 

20.6 

31.5 

1953 . 

621.8  1 

364.2  1 

43.1 

175.7 

145.5  , 

85.6 

84.1  ^ 

56.3  1 

22.5 

33.8 

1954 . 

613.7 

370.9  1 

43.5 

177.0 

150.4 

83.4 

85.6  1 

55.4  1 

23.5 

31.8 

1955 . 

654.8 

395.1 

52.2 

185.4 

157.5 

104.1 

96.3 

61.2 

25.3 

35.9 

1956 . 

668.8 

406.3 

49.8 

191.6 

164.9 

102.9 

97.1 

65.2 

28.1 

37.1 

1957 . 

680.9 

414.7 

49.7 

194.9 

170.2 

97.2 

95.7 

66.0 

28.1 

37.9 

1956 . 

679.5  , 

419.0 

46.4 

196.8 

175.8 

87.7 

89.6 

58.9 

26.4 

H? 

1959 . 

720.4 

441.5 

51.8 

205.0 

184.7 

1  107.4 

101.0  ! 

62.9 

26.8 

36.1 

1960 . 

736.8 

453.0 

52.5 

208.2 

192.3 

105.4 

101.0 

66.0 

y-! 

37.2 

1961 . 

755.3 

462.2 

50.3 

211.9 

200.0 

103.6 

100.7 

65.6 

29.3 

36.3 

1962 . 

799.1 

482.9 

55.7 

218.5 

208.7 

117.4 

109.3 

70.9 

30.8 

40.1 

1963 . 

830.7 

501.4 

60.7 

223.0 

217.6 

124.5 

116.8 

t  73.5 

30.8 

42.7 

1964 . 

874.4 

528.7 

65.7 

233.3 

229.7 

132.1 

124.8 

81.0 

33.3 

47.7 

1965 . 

925.9 

558.1 

73.4 

244.0 

240.7 

150.1 

138.8 

95.6 

39.6 

56.0 

1966 . 

981.0 

586.1 

79.0 

255.5 

251.6 

161.3 

144.6 

106.1 

42.5 

63.6 

1967 . 

1.007.7 

603.2 

79.7 

259.5 

264.0 

152.7 

140.7 

103.5 

41.1 

62.4 

1968 . 

1.051.8 

633.4 

88.2 

270.2 

275.0 

159.5 

150.8 

108.0 

42.0 

66.1 

1969 . 

1.078.8 

655.4 

91.9 

276.4 

287.2 

168.0 

157.5 

114.3 

44.0 

70.3 

1970 . 

1.075.3 

668.9 

88.9 

282.7 

297.3 

154.7 

150.4 

110.0 

42.8 

67.2 

1971 . 

1. 107. 5 

691.9 

98.1 

287.5 

306.3 

166.8 

160.2 

108.0 

41.7 

66.3 

1972 . 

1. 171.1 

733.0 

111.2 

299.3 

322.4 

188.3 

178.8 

116.8 

42.5 

74.3 

1973 . 

1.233.4 

766.3 

120.9 

309.6 

335.8 

207.4 

191.4 

131.3 

45.3 

85.9 

1974 . 

1, 210. 7 

759.8 

112.5 

1  303.0 

344.4 

180.0 

172.2 

127.5 

42.7 

84.9 

1975  » . 

1.186.4 

766.6 

109.3 

306.9 

350.4 

138.9 

149.0 

112.4 

37.1 

75.3 

1973:  1 . 

1.227.7 

765.8 

124.0 

310.6 

331.2 

205.0 

193.2 

128.6 

44.4 

84.3 

II . 

1. 228. 4 

766.2 

122.7 

308.2 

335.3 

206.1 

192.5 

130.2 

44.7 

85.6 

Ill . 

1. 236. 5 

770.5 

121.2 

311.4 

337.9 

206.0 

191.8 

132.4 

46.2 

86.2 

IV . 

1,240.9 

762.8 

115.7 

308.3 

338.9 

212.6 

188.2 

133.9 

46.2 

87.7 

1974;  1 . 

1. 228.7 

760.0 

114.7 

304.5 

340.8 

195.9 

183.6 

134.5 

46.1 

88.4 

II . 

1. 217.2 

763.2 

115.5 

303.8 

343.9 

183.8 

177.0 

129.9 

43.5 

86.3 

Ill . 

1,210.2 

767.2 

116.8 

304.7 

345.7 

173.2 

169.0 

125.0 

40.6 

84.4 

IV . 

1. 186. 8 

748.9 

102.9 

298.9 

347.2 

166.9 

159.3 

120.8 

40.5 

80.3 

1975:  1 . 

1. 158.6 

752.3 

104.0 

300.8 

347.5 

129.7 

148.7 

115.2 

38.9 

76.3 

II . 

1. 168. 1 

764.1 

106.5 

306.9 

350.8 

124.1 

144.8 

110.8 

36.2 

74.7 

Ill . 

1,201.5 

771.6 

112.3 

308.0 

351.2 

147.8 

148.7 

110.6 

36.2 

74.5 

IV  » . 

1,217.4 

778.2 

114.5 

311.8 

351.9 

153.9 

153.7 

113.0 

37.3 

75.7 

See  footnotes  at  end  of  table. 
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Table  B-2. — Gross  national  product  or  expenditure  in  1972  dollars,  1946-75 — Continued 


(Billions  dt  1972  dolltrs,  txcopt  u  nottd;  qurttrly  data  at  saasonally  adjustad  annual  ratosj 


Gross  privata  domastic 
invastmant— continuad 

Nat  axports  of  goods 
and  sarvicas 

Govarnmant  purchasas 
of  goods  and  sarvicas  > 

Parcant 

changa 

from 
pra- 
cMing 
pariod, 
gross 
national 
product  < 

Yaar  or 
quartar 

Fisad  iiivastmant— continuad 

Change 

Total 

Rasidantial 

Ex¬ 

ports 

Im* 

ports 

fed¬ 

eral 

Stata 

and 

local 

Total 

Non¬ 

farm 

struc- 

turas 

Farm 

struc- 

turas 

Pro- 

duc- 

ars’ 

dur- 

abla 

aquip- 

mant 

bust* 

ness 

inven* 

tories 

Nat 

ax¬ 

ports 

1946 . 

16.8 

15.5 

1.1 

0.2 

m 

m 

26.1 

14.6 

91.8 

57.0 

34.8 

1947 . 

21.5 

19.8 

1.3 

.3 

IpS 

■tvi 

30.2 

13.6 

75.4 

36.1 

39.3 

1946 . 

25.8 

23.9 

1.5 

.3 

■tn 

24.2 

15.7 

84.1 

42.4 

41.8 

1949 . 

24.0 

22.3 

1.4 

.3 

BO 

8.8 

24.2 

15.4 

96.2 

48.9 

47.4 

1950 . 

33.2 

31.5 

1.3 

.3 

10.6 

4.0 

21.7 

17.7 

97.7 

47.0 

50.7 

1951 . 

27.5 

25.9 

1.3 

.3 

13.7 

7.4 

25.9 

18.5 

132.7 

81.3 

51.3 

1952 . 

26.8 

25.3 

1.2 

.3 

4.3 

4.9 

Hin 

20.0 

159.5 

107.0 

52.5 

1953 . 

27.8 

26.3 

1.2 

.3 

1.5 

2.0 

Ko 

21.8 

170.0 

114.6 

1954 . 

30.2 

28.8 

1.1 

.3 

-2.2 

4.5 

25.3 

20.8 

154.9 

95.2 

59.7 

-1.3 

1955 . 

35.1 

33.8 

.9 

.4 

7.7 

4.7 

27.9 

23.2 

150.9 

86.9 

64.0 

6.7 

1956 . 

31.9 

30.4 

1.0 

.4 

5.8 

7.3 

32.3 

25.0 

152.4 

85.9 

66.5 

2.1 

1957 . 

29.7 

28.3 

1.0 

.4 

1.5 

8.9 

KH 

26.0 

ILlill 

89.8 

70.3 

1.8 

1958 . 

30.6 

29.2 

.9 

.5 

-1.8 

3.5 

30.7 

27.2 

169.3 

92.8 

76.4 

-.2 

1959 . 

38.1 

36.5 

1.0 

.6 

6.5 

.9 

31.5 

30.6 

170.7 

91.8 

78.9 

6.0 

1960 . 

35.0 

33.7 

.8 

.5 

4.4 

5.5 

35.8 

EH 

172.9 

90.8 

82.0 

2.3 

1961 . 

35.1 

33.6 

1.0 

.5 

2.9 

6.7 

37.0 

30.3 

182.8 

95.6 

87.1 

2.5 

1962 . 

38.4 

36.9 

.9 

.6 

8.1 

5.8 

39.6 

33.9 

193.1 

103.1 

90.0 

5.8 

1963 . 

43.2 

41.7 

.9 

.6 

7.8 

7.3 

42.2 

35.0 

197.6 

102.2 

95.4 

4.0 

1964 . 

43.8 

42.2 

.9 

.7 

7.3 

10.9 

47.8 

36.9 

202.7 

100.6 

102.1 

5.3 

1965 . 

43.2 

41.6 

.8 

.7 

11.3 

8.2 

49.1 

41.0 

209.6 

100.5 

109.1 

5.9 

1966 . 

38.5 

36.9 

.9 

.8 

■m 

4.3 

51.6 

47.3 

229.3 

112.5 

116.8 

5.9 

1967 . 

37.2 

35.5 

.9 

.8 

3.5 

54.2 

KiSJ 

248.3 

125.3 

123.1 

2.7 

1968 . 

42.8 

41.1 

.8 

.9 

■m 

-.4 

58.5 

58.9 

259.2 

128.3 

4.4 

1969 . 

43.2 

41.5 

.9 

.9 

10.6 

-1.3 

62.2 

63.5 

256.7 

121.8 

134.9 

2.6 

1970 . 

40.4 

38.9 

.6 

.9 

4.3 

1.4 

67.1 

65.7 

EH 

110.7 

139.5 

-.3 

1971 . 

52.2 

50.5 

.7 

1.0 

-.6 

■rXn 

68.5 

249.4 

103.9 

145.5 

3.0 

1972 . 

62.0 

60.3 

.7 

1.1 

-3.3 

75.9 

253.1 

102.1 

151.0 

5.7 

1973 . 

60.1 

58.4 

.5 

1.2 

Hiitfil 

7.2 

KiXl 

252.5 

96.1 

156.3 

5.3 

1974 . 

44.7 

42.6 

.8 

1.3 

7.7 

16.6 

97.6 

81.0 

254.3 

95.0 

159.3 

-1.8 

1975  » . 

36.6 

35.0 

.4 

1.2 

-10.1 

23.5 

90.4 

66.9 

257.4 

94.2 

163.2 

H 

1973;  1 . 

64.5 

62.7 

.6 

1.2 

11.9 

2.1 

84.5 

82.3 

254.7 

100.4 

154.3 

II . 

62.3 

60.7 

.4 

1.2 

13.6 

5.6 

86.7 

81.1 

250.5 

94.9 

155.5 

III.... 

59.4 

57.6 

.5 

1.2 

14.2 

8.9 

88.4 

79.5 

251.1 

94.2 

156.9 

IV.... 

54.3 

52.4 

.6 

1.2 

24.4 

12.1 

90.7 

78.6 

253.5 

94.9 

158.5 

1.4 

1974:  1 . 

49.1 

46.9 

.9 

1.3 

12.4 

18.7 

98.1 

79.5 

254.0 

94.7 

159.3 

-3.9 

II . 

47.1 

45.0 

.7 

1.3 

6.8 

15.3 

99.5 

84.2 

255.0 

94.7 

160.2 

-3.7 

III.... 

44.1 

42.0 

.7 

1.3 

4.2 

15.1 

96.9 

81.9 

254.7 

95.7 

159.0 

-2.3 

IV.... 

».5 

36.4 

.9 

1.2 

7.6 

17.4 

95.7 

78.3 

253.6 

94.7 

158.9 

-7.5 

1975:  1 . 

33.6 

32.3 

.3 

1.0 

-19.0 

21.5 

EH 

69.2 

255.1 

93.7 

161.4 

-9.2 

II . 

34.0 

32.4 

.4 

1.1 

-20.7 

24.9 

86.8 

62.0 

254.9 

92.4 

162.5 

3.3 

III.... 

38.0 

36.2 

.6 

1.2 

-.8 

23.5 

KO 

67.3 

258.7 

94.9 

163.8 

12.0 

IV  »... 

40.7 

38.9 

.5 

1.2 

.2 

24.3 

93.4 

69.1 

261.1 

95.9 

165.2 

5.4 

>  Nat  of  Govarnmant  salas. 

>  Changas  ara  basad  on  unroundad  data  and  tharafora  may  diffar  slightly  from  thosa  obtainad  from  data  shown  hara. 


Sourca:  Oapartmant  of  Commarca,  Buraau  of  Economic  Analysis. 
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597-578  0  -  76  -  12 


Table  B-3. — Implicit  price  deflators  for  gross  national  product,  1946-75 


[Index  numbers,  1972-100,  except  es  noted;  quarterty  data  seasonally  adjusted) 


Year  or 
quarter 

Gross 

national 

prod¬ 

uct! 

Persogal  consumption  expenditures 

Gross  private  domestic  investment  ■ 

Fixed  investment 

Total 

Dur¬ 

able 

goods 

Non¬ 

durable 

goods 

S«rv- 

ices 

Total 

Nonresidential 

Total 

Struc¬ 

tures 

Pro¬ 

ducers' 

durable 

equip¬ 

ment 

1946 . 

44.06 

47.7 

61.1 

52.1 

39.9 

41.3 

39.9 

36.3 

42.8 

1947 . 

49.70 

52.9 

66.9 

59.7 

41.7 

49.9 

46.8 

43.7 

48.5 

1949 . 

53.13 

55.9 

69.1 

62.3 

44.4 

53.6 

51.3 

48.4 

52.9 

1949 . 

52.59 

55.7 

69.1 

60.3 

46.1 

54.9 

52.8 

48.0 

55.9 

1950 . 

53.64 

56.9 

70.9 

60.7 

47.4 

56.5 

54.3 

48.8 

57.6 

1951 . 

57.27 

60.5 

74.7 

65.9 

49.9 

60.9 

58.9 

54.7 

61.6 

1952 . 

59.00 

61.9 

74.9 

66.6 

52.6 

62.1 

59.9 

55.8 

62.5 

1953 . 

59.99 

63.1 

75.5 

66.3 

55.4 

62.9 

61.0 

56.8 

63.7 

1954 . 

59.69 

63.6 

73.2 

66.6 

57.2 

63.4 

61.4 

55.9 

65.4 

1955 . 

60.99 

64.2 

74.0 

66.3 

59.5 

64.9 

62.6 

57.0 

66.5 

1956 . 

62.90 

65.5 

76.0 

67.3 

60.2 

69.3 

67.0 

61.8 

71.0 

1957 . 

65.02 

67.6 

79.2 

69.4 

62.2 

70.9 

HU 

64.4 

75.4 

1951 . 

66.06 

69.1 

79.4 

71.0 

64.2 

70.9 

70.6 

63.3 

76.5 

1959 . 

67.52 

70.4 

91.9 

71.4 

66.0 

71.6 

72.0 

63.6 

78.2 

1960 . 

69.67 

71.7 

92.1 

72.6 

69.0 

71.9 

72.2 

63.1 

79.3 

1961 . 

69.29 

72.5 

92.7 

73.3 

69.1 

71.6 

71.8 

62.7 

79.2 

1962 . 

70.55 

73.6 

93.9 

73.9 

70.4 

72.0 

72.3 

63.0 

79.4 

1963 . 

71.59 

74.7 

94.9 

74.9 

71.7 

72.1 

72.9 

63.5 

79.6 

1964 . 

72.71 

75.7 

95.7 

75.9 

72.9 

72.8 

73.6 

64.4 

80.1 

1965 . 

74.32 

77.1 

95.6 

77.3 

74.3 

73.8 

74.5 

65.9 

80.6 

1966 . 

76.76 

79.3 

95.7 

90.1 

76.5 

76.2 

76.8 

68.8 

82.1 

1967 . 

79.02 

91.3 

97.4 

91.9 

79.9 

78.7 

79.3 

71.8 

84.3 

1969 . 

92.57 

94.6 

90.7 

95.3 

92.0 

92.1 

82.6 

75.3 

87.3 

1969 . 

96.72 

99.5 

93.1 

99.4 

96.1 

86.9 

86.6 

81.1 

90.0 

1970 . 

91.36 

92.5 

95.5 

93.6 

90.5 

91.1 

91.3 

88.0 

93.4 

1971 . 

96.02 

96.6 

99.0 

96.6 

95.9 

95.9 

96.4 

94.4 

97.6 

1972 . 

100.00 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

1973 . 

105.92 

105.5 

101.7 

109.0 

104.0 

108.0 

101.8 

1974 . 

116.20 

116.6 

109.4 

124.0 

112.7 

117.6 

116.0 

127.5 

110.2 

1975  » . 

126.35 

125.6 

116.9 

133.6 

121.4 

132.6 

132.3 

141.7 

127.7 

1973:  1 . 

103.04 

102.6 

100.7 

103.5 

102.5 

103.2 

101.9 

104.3 

100.6 

II . 

104.94 

104.5 

101.4 

106.4 

103.9 

105.3 

103.3 

106.9 

101.4 

Ill . 

106.73 

106.2 

102.0 

109.0 

105.1 

107.2 

104.7 

109.0 

102.3 

IV . 

109.01 

109.9 

102.9 

113.1 

106.9 

109.5 

106.0 

111.5 

103.0 

1974:  1 . 

111.59 

111.9 

103.2 

119.2 

108.9 

110.9 

108.5 

115.9 

104.7 

II . 

114.29 

115.0 

106.6 

122.4 

111.3 

115.0 

112.9 

124.4 

107.1 

Ill . 

117.70 

119.3 

110.4 

126.0 

114.2 

120.2 

118.5 

133.1 

111.5 

IV . 

121.45 

121.3 

114.0 

129.5 

116.4 

125.4 

125.0 

138.3 

118.3 

1975:  1 . 

123.74 

123.1 

114.3 

131.0 

119.0 

130.1 

129.6 

141.0 

123.8 

II . 

125.04 

124.4 

116.3 

131.9 

120.2 

131.9 

131.8 

141.2 

127.3 

Ill . 

127.21 

126.7 

117.4 

135.2 

122.2 

132.6 

132.6 

141.4 

128.4 

IV».... 

129.22 

129.3 

119.9 

138.2 

124.4 

135.6 

135.2 

143.2 

131.2 

See  footnotes  at  end  of  table. 
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Table  B-3. — Implicit  price  deflators  for  gross  national  product,  1946-75 — Continued 
(Index  numbers,  1972=100,  except  as  noted;  quarterly  data  seasonally  adjusted] 


■  Separate  deflators  are  not  available  for  gross  private  domestic  investment,  change  in  business  inventories,  and  net 
exports  of  goods  and  services. 

r  Changes  are  based  on  unrounded  data  and  therefore  may  differ  slightly  from  those  obtained  from  data  shown  here. 
Quarterly  data  are  at  annual  rates. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B— 4. — Cross  national  produst  by  major  typ*  of  produst,  1946-75 
(Billions  of  dolUn;  quarttrly  data  at  saasonally  adjustad  annual  ratos) 


Sourco:  Oopartmont  of  Commorea,  Burtau  of  Economic  Analysis. 
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Table  3-5.— Cross  national  product  by  major  type  oj  product  in  1972  dollars,  1946-75 
IBillions  of  dollars;  quarterly  data  at  seasonally  adjusted  annual  rates! 


Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-6.— Crow  national  prodiut  by  sector,  1946-75 
IBillions  of  dolUrs,  oxcopt  is  nolid;  quartirly  data  at  saasonally  adjustad  annual  ratas| 


YHr  or  quartar 

Gro» 

national 

product 

Gross  domestic  product 

Rest 
of  the 
world 

Percent 

change 

from 

praced- 

ini 

period, 

gross 

domes¬ 

tic 

prod¬ 
uct  • 

Total 

Businass 

House¬ 

holds 

and 

insti¬ 

tutions 

Government  t 

Total 

Non¬ 
farm  ■ 

Farm 

Sta¬ 

tis¬ 

tical 

dis¬ 

crep¬ 

ancy 

Total 

Fed¬ 

eral 

State 

and 

local 

1946 . 

209.6 

209.0 

183.8 

164.2 

119 

0.7 

4.5 

20.8 

m 

12 

n 

1947 . 

232.8 

231.8 

210.0 

■LUl 

20.2 

1.8 

5.1 

■1*1 

Ktl 

7.3 

1948 . 

259.1 

257.9 

234.9 

212.7 

213 

-1.2 

5.6 

17.4 

19 

15 

1.2 

11  3 

1949 . 

258.0 

256.9 

231.5 

211.7 

118 

1.0 

5.9 

19.4 

10.0 

9.4 

1.1 

-.4 

1950 . 

286.2 

284.8 

257.5 

235.5 

20.0 

2.0 

14 

117 

111 

1.3 

1951 . 

330.2 

328.7 

294.4 

267.4 

22.9 

4.0 

19 

•  i 

112 

11.2 

1.5 

1952 . 

347.2 

345.7 

307.3 

■LiSl 

22.2 

2.7 

7.2 

;  1  r 

■m' 

12.3 

1.5 

1953 . 

366.1 

364.6 

324.9 

301.2 

20.3 

3.3 

7.8 

;  1  ; 

li-if  * 

13.3 

1.5 

1954 . 

366.3 

364.5 

323.9 

301.3 

19.6 

3.0 

11 

■  1 

liit] 

14.7 

1.8 

-.0 

1955 . 

399.3 

397.3 

354.0 

332.8 

118 

2.5 

9.1 

1  ! 

114 

15.8 

r  0 

1956 . 

420.7 

418.5 

372.1 

354.3 

116 

-.8 

9.8 

jj 

■iniia 

17.6 

1957 . 

442.8 

440.5 

390.8 

.2 

10.5 

Itll.'l 

19.6 

3  ? 

1958 . 

448.9 

446.6 

393.1 

mSa 

1.7 

11.4 

rliU 

21.6 

Li 

1959 . 

486.5 

484.0 

427.7 

408.9 

-.2 

12.3 

t  ; 

23.1 

2.4 

14 

1960 . 

506.0 

442.5 

4210 

-.7 

118 

47.1 

21.7 

25.5 

2.5 

n 

1961 . 

523.3 

455.3 

4314 

1.6 

14.4 

515 

i  ■ 

1962 . 

563.8 

Will] 

490.4 

465.9 

4.0 

15.5 

54.3 

itst 

r,  ■ 

: 

BsJ 

1963 . 

594.7 

591.1 

516.5 

492.2 

17 

116 

58.0 

It  : 

1964 . 

635.7 

631.4 

550.7 

529.2 

113 

12 

17.8 

62.9 

27.0 

K  . 

mm 

1965 . 

688.1 

683.4 

596.6 

5718 

22.0 

.9 

19.2 

213 

It  9 

1966 . 

753.0 

748.8 

651.1 

625.0 

12 

21.1 

T  ■ 

' 

1967 . 

796.3 

791.8 

682.7 

6518 

I'i'irJ 

1.7 

219 

F 

j  : 

■ 

1968 . 

868.5 

863.7 

742.2 

7212 

V'lJl-'l 

-.6 

214 

±  ■ 

1969 . 

935.5 

931.1 

79&I 

776.2 

25.2 

-3.3 

29.2 

KiV  ; 

1  i 

1970 . 

982.4 

977.8 

831.5 

807.6 

25.9 

-2.1 

31.6 

114.7 

44  7 

710 

4.6 

1971 . 

1,063.4 

1,056.8 

896.9 

867.9 

27.7 

1.3 

34.7 

TT  ' 

418 

78  5 

1972 . 

1, 171. 1 

1, 164.1 

955.8 

32.0 

1.7 

37.2 

ft 

50.1 

87.3 

■Si 

1973 . 

1. 297. 3 

1. 057.0 

50.4 

.4 

40.4 

tr 

97.2 

IKHI 

^Ktw 

1974 . 

W  |r  .m' 

1,392.5 

||■|.  Al.'l 

1,1317 

415 

-.6 

44.8 

ft 

106.4 

Itllf 

1975  » . 

1,  488.5 

llLisy 

1,217.3 

50.1 

-4.6 

49.5 

Fi- 

117.4 

115 

19 

1973:  1 . 

1,256.3 

1,072.3 

1,026.4 

42.8 

12 

317 

Ifli 

916 

18 

15.7 

n . 

1  l/ll 

1,279.1 

1,044.2 

411 

-.9 

411 

Ol 

■51 

7.5 

Ill . 

1  IJlf 

1,311.0 

III  .il. 

1,065.0 

54.0 

1.0 

41.1 

I 

I'lll 

FTl 

■tl 

114 

IV . 

i  nwa 

1,342.8 

Jua 

1,092.3 

518 

-1.8 

41.8 

J  i 

EJJ 

110 

110 

1974:  1 . 

1,370.9 

1,353.9 

1, 105. 1 

55.4 

-12 

411 

J ! 

102.9 

17.0 

14 

II . 

Sffi 

■  vl'jl 

1, 132.5 

44.8 

-1.6 

44.1 

i ! 

1T7|1 

7.6 

Ill . 

TiVi  if 

!.  155.6 

45.1 

14 

45.6 

t 

itaB 

ItSl 

9.5 

IV . 

jQn 

sLiU 

iIj4q 

1, 161. 7 

416 

19 

415 

1  ■  i 

1110 

14.8 

4.6 

1975:  1 . 

1,424.0 

1,205.5 

i,  162.9 

45.8 

-12 

47.5 

'!! 

1113 

9.6 

-.7 

II . 

1  jfi  a'a 

1,227.4 

1, 191.3 

45.1 

-19 

417 

,1  ■ 

031 

7.7 

Ill . 

ttyjjtl 

liTii  al 

mssM 

1,237.5 

55.0 

-12 

50.2 

i  . 

Btfl 

lua 

19.6 

IV» . 

1,573.2 

1,328.7 

54.4 

51.6 

182.3 

61.1 

121.2 

116 

12.6 

■  Includai  compansation  of  ampfoyaas  in  lovarnmant  antarprisas. 

>  Compansation  of  fovarnmant  amptojmas. 

*  Changas  ara  basad  on  unroundad  data  and  tlmrafori  may  dinar  slightly  from  thosa  obtainad  from  data  shown  hara. 
Saa  tabla  B-1  tor  parcant  changas  in  gross  national  product 

Sourci:  Dapartmant  of  Commarca,  Buraau  of  Economic  Analysis. 
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Table  B-7. — Gross  national  product  by  sector  in  1972  dollars,  1946-75 
(BilliOM  of  1972  dollars,  excapt  as  notad;  quarterly  data  at  soasonally  adiusted  annual  ratasi 


>  Includes  compensation  oi  amployaos  in  aovornmant  antarprises.  Data  are  preliminary. 

>  The  diffaranco  batwaan  gross  product  in  1972  dollars  maasurad  as  tha  sum  of  final  products  and  that  maasurad  as  the 
sum  of  gross  product  by  industry.  Data  era  preliminary. 

•  Compensation  of  govarnmant  amployaos.  ....  ....  o  . 

<  Changes  are  based  on  unrounded  data  and  therafora  may  differ  from  those  obtained  from  data  shown  here.  See  table 
B-2  for  percent  changes  in  gross  nabonal  product  in  1972  dollars. 


Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  h-6.— Cross  domsstic  product  oj  tumfmcmcicd  corporate  busvuss,  1946-75 
(Billion*  of  dollart;  quarterly  data  at  laasonally  adjusted  annual  rates) 


Nat  donrostic  product 


Grou 

do> 

mot- 

Cap¬ 

ital 

con- 

Domestic  income 

Yaar 

tk 

prod¬ 

uct 

of 

sump¬ 

tion 

allow- 

ancts 

Indl- 

ract 

busi- 

nass 

Corporate  profits  with  inventory  valuation  and  capital 
consumption  adjustments 

or 

quortor 

non- 

finan¬ 

cial 

with 

capi¬ 

tal 

Total 

taxas 

plus 

trans- 

Com- 

pan- 

sation 

Profits  before  tax 

Capi¬ 

tal 

con¬ 

sump¬ 

tion 

ad¬ 

just¬ 

ment 

Net 

cor- 

po- 

rata 

con¬ 

sump¬ 

tion 

ter 

pay- 

mants 

Total 

of 

•m- 

Ploy- 

ats 

Total 

Profits 

Profits  after  tax 

tory 

valu- 

inter¬ 

est 

buai- 

noss 

ad- 

lust- 

mont 

lass 

sub- 

sidias 

Total 

tax 

liabil¬ 

ity 

Total 

Divi¬ 

dends 

Undis¬ 

tribu¬ 

ted 

profits 

ad- 

just- 

ment 

1946.... 

99.3 

7.3 

92.1 

10.1 

81.9 

67.2 

14.1 

22.0 

8.6 

13.4 

8.3 

-5.3 

-2.7 

0.7 

1947.... 

tTiM 

110.9 

11.2 

99.8 

79.1 

19.9 

29.1 

ILO 

18.3 

If] 

12.4 

-5.9 

-3.3 

.8 

1946.... 

leiaI 

UlH 

126.5 

12.1 

114.4 

87.8 

25.8 

31.8 

11.8 

20.0 

if] 

13.5 

-2.2 

-3.9 

.9 

1949.... 

133.5 

11.6 

121.9 

12.6 

109.3 

85.3 

23.0 

24.9 

9.3 

15.6 

9.1 

1.9 

-3.8 

1950.... 

151.9 

12.6 

139.3 

14.1 

125.2 

94.7 

29.6 

38.5 

16.9 

21.6 

7.9 

13.6 

-5.0 

-3.9 

.9 

1951.... 

174.5 

14.6 

159.9 

15.2 

144.7 

110.2 

33.4 

39.1 

21.2 

17.9 

7.8 

10.1 

-1.2 

-4.5 

1.1 

1952.... 

182.3 

15.7 

166.7 

16.8 

149.8 

118.3 

30.3 

33.8 

DXl 

IQO 

7.8 

8.1 

1.0 

-4.4 

1.2 

1953.... 

195.0 

17.0 

178.1 

18.2 

159.9 

178.7 

29.9 

34.9 

18.5 

16.4 

8.0 

8.4 

-1.0 

-4.0 

1.3 

1954.... 

191.9 

17.9 

174.1 

17.4 

156.6 

126.5 

28.6 

32.1 

15.6 

16.4 

8.2 

8.2 

-.3 

-3.2 

1.6 

1955.... 

216.7 

197.5 

19.2 

178.3 

138.5 

38.2 

42.0 

20.2 

21.8 

9.4 

12.4 

-1.7 

-2.1 

1.6 

1956.... 

231.6 

BU 

210.1 

20.8 

189.2 

151. 4 

36.1 

41.8 

20.1 

21.8 

10.1 

11.6 

-2.7 

-3.0 

1.7 

1957.... 

242.3 

23.7 

213.5 

22.4 

1%.2 

159.1 

35.0 

39.8 

19.1 

20.7 

10.4 

10.3 

-1.5 

-3.3 

2.2 

1958.... 

236.3 

24.9 

211.4 

22.8 

188.6 

155.9 

30.1 

33.7 

16.2 

17.5 

10.2 

7.3 

-.3 

-3.4 

2.7 

1959.... 

265.7 

26.0 

239.7 

25.4 

214.4 

171.6 

39.7 

43.1 

20.7 

22.3 

10.8 

11.5 

-.5 

-2.9 

3.1 

I960.... 

277.3 

27.0 

28.3 

222.0 

181.1 

37.4 

39.5 

19.2 

20.3 

11.5 

8.7 

.3 

-2.3 

1961.... 

wTWm 

30.1 

226.5 

135,1 

37.4 

19.5 

19.7 

11.7 

8.0 

.1 

-1.8 

1962.... 

nfpiil 

I'imJ 

isn 

249.2 

199.8 

44.9 

IkjM 

20.6 

23.1 

12.7 

10.3 

.1 

1.0 

Ku 

1963.... 

I'I'jIi 

35.6 

am 

50.0 

48.3 

22.8 

25.5 

14.1 

11.4 

-.2 

1.9 

Mb 

1964.... 

J57.6 

31.0 

325.6 

38.4 

233.3 

226.3 

56.7 

54.6 

24.0 

30.7 

15.3 

15.4 

-.5 

2.6 

Bi 

1965.... 

3SJ.1 

32.8 

359.3 

41.1 

318.2 

246.1 

66.1 

64.4 

27.2 

37.2 

17.2 

20.0 

-1.9 

3.6 

6.1 

1966.... 

4^.7 

iFf] 

42.9 

352.0 

2/3.5 

71.2 

69.5 

29.5 

40.0 

18.1 

21.9 

-2.1 

3.8 

7.4 

1967.... 

452.9 

413.6 

45.8 

367.9 

291.9 

67.2 

65.4 

27.7 

37.7 

18.9 

18.8 

-1.7 

3.6 

8.7 

1968.... 

4§3.4 

isn 

ran 

51.6 

403.8 

371.6 

72.1 

71.9 

33.6 

38.3 

20.7 

17.6 

-3.4 

3.6 

10.1 

1969.... 

541.8 

47.8 

4^.  0 

57.1 

437.0 

357.4 

66.4 

68.4 

33.3 

35.1 

20.7 

14.4 

-5.5 

3.5 

13.1 

1970.... 

^.6 

53.1 

507.5 

61.8 

445.7 

377.1 

51.6 

55.1 

27.3 

27.9 

19.9 

8.0 

-5.1 

1.5 

17.0 

1971.... 

EDO 

68.2 

4/6.0 

3S9  4 

58.7 

63.3 

29.9 

33.3 

20.0 

13.3 

.5 

17.9 

1972.... 

671  0 

62.6 

73,5 

534.8 

443.8 

72,0 

75.9 

33.5 

42.4 

21.7 

BO 

-6.6 

2.7 

19.1 

1973.... 

751.9 

80.6 

ESI 

75,9 

92.8 

39.1 

53.7 

24.5 

29.2 

-18.4 

1.6 

24.5 

1974.... 

SCO.  7 

86.0 

644.4 

549.5 

63.2 

103.8 

42.7 

61.1 

30.5 

1^ 

-38.5 

-2.1 

31.7 

1975 »... 

866.1 

89.5 

776,5 

93.1 

633.4 

563.5 

80.7 

97.7 

37.3 

60.4 

30.8 

29.6 

-11.5 

-5.6 

34.3 

1973: 

1 . 

721.1 

65.6 

652.5 

78.8 

583.8 

433,4 

78.6 

91.9 

39.3 

52.7 

23.2 

29.5 

-15.8 

2.5 

21.8 

11 . 

742.6 

67.7 

675.0 

594.7 

433.0 

75.3 

93.8 

39.7 

54.1 

23.9 

30.1 

Bssm 

2.1 

23.4 

III.... 

753.5 

69.3 

6S9.3 

81.3 

607.9 

bo7.6 

75.0 

91.9 

38.5 

53.4 

25.2 

28.2 

-17.9 

25.3 

IV.... 

;73.3 

72.2 

705.2 

82.0 

624.2 

521.9 

74.8 

93.5 

39.0 

54.5 

25.6 

29.0 

-19.5 

.7 

27.5 

1974: 

1 

7S6.2 

74,1 

712.1 

83.0 

629.1 

531.9 

68.1 

96.7 

39.7 

57.0 

26.5 

Em 

-28.0 

-.6 

29.1 

II . 

^5 

76.5 

730. 0 

85.6 

644.4 

S44. 8 

68.6 

103.8 

42.8 

61.1 

32.6 

28.5 

-33.7 

-1.5 

31.0 

III.... 

S20.3 

79.7 

740. 6 

87.8 

652.8 

559.0 

61.2 

118.4 

48.9 

69.6 

32.7 

36.9 

-54.7 

-2.5 

32.6 

IV.... 

321.8 

83.1 

733.7 

87.5 

651.2 

562.3 

54.8 

96.3 

39.4 

56.9 

30.4 

26.5 

-37.7 

-3.8 

34.0 

1975: 

1.... 

316.4 

85.0 

731.4 

88.5 

642.9 

554.4 

55.3 

73.1 

27.1 

46.0 

30.1 

15.9 

-13.7 

-4.1 

33.2 

II.... 

545.1 

87.3 

757.8 

91.6 

666.2 

550. 9 

75.7 

86.8 

32.0 

54.8 

30.7 

Ein 

-6.6 

-4.5 

33.6 

III.... 

IV».. 

^.2 

91.0 

94.9 

735.3 

95.5 

96.9 

699.8 

572.7 

^.0 

92.7 

IS 

41.6 

66.8 

31.3 

35.5 

-9.9 

-15.8 

-5.9 

-7.8 

34.4 

35.8 

Sourca:  Oapartmantol  Commarca,  Buraau  of  Economic  Analysis. 
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Table  B-9. — Gross  private  domestic  iniestment,  1946-75 
IBIIIioM  of  dollars;  quaitarly  data  at  saasonally  adjustad  annual  ratas| 


Year  or 
quartar 

Gross 

private 

domes¬ 

tic 

invest¬ 

ment 

Fixad  investment 

Chanie  in 
business 
inventories 

ToUl 

Nonresidential 

Residential 

Total 

Non¬ 

farm 

Total 

Structures 

Producers’ 

durable 

equipment 

Total 

Non¬ 

farm 

struc¬ 

tures 

Farm 

struc¬ 

tures 

Pro¬ 

ducers’ 

dur¬ 

able 

equip¬ 

ment 

Total 

Non¬ 

farm 

Total 

Non¬ 

farm 

1946 . 

30.7 

24.3 

16.8 

6.8 

m 

7.5 

11 

0.5 

0.2 

6.4 

6.4 

1947 . 

34.0 

34.4 

22.9 

Pin 

.7 

.3 

-.5 

1.3 

1946 . 

45.9 

41.1 

26.2 

17.3 

lUil 

.9 

.3 

4.7 

3.0 

1949 . 

35.3 

38.4 

24.3 

8.6 

15.7 

14.1 

m 

.8 

.3 

-3.1 

-2.2 

1950 . 

53.8 

47.0 

27.1 

9.3 

17.8 

19.9 

18.7 

.8 

.4 

6.8 

6.0 

1951 . 

59.2 

48.9 

31.1 

IIS] 

19.9 

17.7 

16.6 

.8 

.4 

10.3 

9.1 

1952 . 

52.1 

49.0 

31.2 

11.5 

19.7 

17.8 

16.6 

.8 

.4 

3.1 

2.1 

1953 . 

53.3 

52.9 

12.8 

21.5 

18.6 

17.5 

.8 

.4 

.4 

1.1 

1954 . 

52.7 

54.3 

Kjn 

13.2 

20.8 

R*] 

19.2 

.7 

.4 

-1.5 

-2.1 

1955 . 

68.4 

62.4 

38.3 

14.4 

23.9 

24.1 

23.0 

.6 

.4 

6.0 

5.5 

1956 . 

71.0 

66.3 

43.7 

17.4 

26.3 

22.6 

21.4 

.7 

.5 

4.7 

5.1 

1957 . 

69.2 

67.9 

46.7 

18.1 

EH 

21.2 

20.0 

.7 

.5 

1.3 

.8 

1958 . 

61.9 

63.4 

■m 

16.7 

24.9 

21.8 

20.7 

.7 

.5 

-1.5 

-2.3 

1959 . 

77.6 

72.3 

45.3 

17.0 

16.1 

28.3 

25.2 

27.0 

25.8 

.7 

.6 

5.2 

5.3 

1960 . 

76.4 

72.7 

47.7 

17.3 

29.5 

27.0 

25.0 

23.9 

.6 

.5 

3.8 

3.5 

1961 . 

74.3 

72.1 

47.1 

11)11 

■fJH 

28.7 

26.1 

25.0 

23.8 

.7 

.5 

2.2 

1.9 

1962 . 

85.2 

78.7 

51.2 

31.8 

28.9 

27.4 

26.3 

.6 

.5 

6.5 

5.8 

1963 . 

90.2 

84.2 

53.6 

11  )M 

Hrlirl 

34.0 

30.6 

30.6 

29.4 

.7 

.6 

6.0 

5.2 

1964 . 

96.6 

90.8 

59.7 

21.5 

20.5 

38.2 

34.6 

31.2 

29.9 

.7 

.6 

5.8 

6.4 

1965 . 

112.0 

102.5 

71.3 

26.1 

25.1 

45.1 

41.2 

31.2 

29.9 

.6 

.7 

9.5 

8.5 

1966 . 

124.5 

110.2 

1 

52.2 

47.9 

28.7 

27.4 

.7 

.7 

14.3 

14.5 

1967 . 

120.8 

110.7 

52.6 

48.0 

28.6 

27.2 

.7 

.7 

10.1 

9.4 

1968 . 

131.5 

123.8 

BTiH 

57.7 

53.4 

34.5 

33.1 

.6 

.8 

7.7 

7.6 

1969 . 

146.2 

136.8 

■yij 

KoJ 

63.3 

58.9 

37.9 

36.3 

.7 

.9 

9.4 

9.2 

1970 . 

140.8 

137.0 

36.1 

62.8 

58.1 

36.6 

i  1 

.6 

.9 

3.8 

3.7 

1971 . 

160.0 

153.6 

liiiill 

64.7 

59.9 

49.6 

K  3 

.7 

1.0 

6.4 

5.1 

1972 . 

188.3 

178.8 

116.8 

74.3 

69.1 

62.0 

K  i 

.7 

1.1 

9.4 

8.8 

1973 . 

220.5 

203.0 

136.5 

87.5 

80.7 

66.5 

E  1 

.6 

1.2 

17.5 

14.1 

1974 . 

212.2 

202.5 

147.9 

54.4 

93.5 

86.0 

54.6 

52.2 

1.0 

1.3 

9.7 

11.6 

1975  » . 

183.3 

197.5 

148.7 

52.6 

50.4 

96.1 

88.4 

48.8 

46.9 

.6 

1.3 

-14.2 

-16.1 

1973:  1 . 

211.7 

199.3 

131.0 

46.3 

78.6 

68.2 

66.4 

.7 

1.2 

12.4 

10.1 

II . 

217.1 

202.8 

mm 

irff] 

79.8 

68.3 

66.6 

.5 

1.2 

14.3 

11.0 

III.... 

221.2 

205.6 

lliH 

81.3 

67.0 

65.2 

.6 

1.2 

15.6 

11.0 

IV.... 

231.9 

204.2 

141.8 

51.5 

90.4 

83.4 

62.4 

60.4 

.7 

1.2 

27.7 

24.0 

1974:  1 . 

218.4 

203.5 

145.9 

53.4 

51.1 

92.5 

85.6 

57.6 

55.3 

l.C 

1.3 

14.9 

14.1 

II . 

212.7 

203.4 

146.6 

Ell 

92.4 

85.0 

56.9 

54.6 

.9 

1.4 

9.3 

11.0 

III.... 

207.6 

203.1 

148.1 

ESI 

uSSm 

94.1 

86.6 

55,0 

52.7 

.9 

1.4 

4.4 

7.6 

IV.... 

210.3 

199.8 

151.1 

56.1 

KjH 

95.0 

86.7 

48.7 

46.3 

1.2 

1.3 

■m 

13.7 

1975:  1 . 

168.7 

193.5 

149.3 

54.9 

52.6 

94.4 

86.7 

44.2 

42.6 

.4 

1.2 

-24.8 

-23.3 

II . 

161.4 

191.1 

146.1 

51.1 

95.0 

87.2 

45,0 

43.1 

.5 

1.3 

-29.6 

-29.6 

III.... 

194.9 

197.1 

146.7 

51.2 

kH 

95.6 

88.6 

50.4 

48.2 

.8 

1.4 

-2.1 

-5.7 

IV»... 

208.3 

208.4 

152.7 

53.4 

51.3 

99.3 

91.2 

55.7 

53.5 

.7 

1.4 

-.2 

-5.7 

Sourco:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B^IO. — Itiveniories  and  final  sales  of  business  in  current  and  1972  dollars,  1957-75 
(Billions  of  dolUrs,  oxcopt  as  notad;  saasonally  adjustadj 


126.7  2a9 

128.9  24.9 

132.3  23.6 

136.2  24.8 

138.4  25.0 

145.2  26.6 

151.5  26.9 

157.6  25.7 

172.7  29.7 

189.1  28.9 

202.2  29.2 

215.3  30.4 

236.2  33.4 


162.6 

31.4 

131.2 

160.8 

32.4 

128.4 

167.2 

32.4 

134.8 

171.6 

32.8 

138.8 

174.5 

3.3.2 

141.2 

182.6 

34.5 

148.1 

190.4 

35  7 

154.7 

197.7 

35.1 

162.6 

209.0 

36.2 

172.8 

225.7 

36.0 

189.7 

237.7 

36.8 

20a9 

246.4 

37.0 

209.4 

257.0 

37.3 

219.7 

261.3 

37.7 

223.6 

267.9 

39.2 

228.8 

277.4 

39.8 

237.6 

293.4 

42.2 

251.2 

301.1 

41.4 

259.7 

291.1 

42.7 

248.4 

296.5 

42.4 

254.2 

298.2 

42.2 

256.1 

299.3 

41.8 

257.5 

301.1 

41.4 

259.7 

296.4 

41.2 

255.2 

291.2 

41.1 

250.1 

291.0 

41.8 

249.3 

291.1 

42.7 

248.4 

24.0 

6.9 

24.1 

69 

25.3 

8.0 

26.8 

8.1 

26.3 

87 

27.9 

86 

29.4 

9.2 

31.1 

9.9 

34.4 

10.9 

38.0 

11.6 

39.2 

13.5 

42.2 

14.4 

45.9 

16.1 

47.1 

17.7 

52.9 

19.2 

58.0 

21.8 

67.0 

280 

76.5 

33.4 

76.5 

33.6 

68.4 

282 

70.8 

30.6 

74.6 

32.2 

76.5 

33.4 

73.3 

32.9 

72.4 

33.0 

75.3 

33.1 

76.5 

33.6 

>  End  of  quarter. 

>  Annual  rates. 

Source:  Department  of  Commerce  (Bureau  of  Economic  Analysis). 


Table  B-11. — Relation  oj  gross  national  product  and  national  income,  J 946-7 5 
[Billions  of  dollars;  quartarly  data  at  seasonally  adjusted  annual  rates} 


Year  or  quarter 

Gross 

national 

product 

Less: 
Cepital 
consump* 
tion  allow¬ 
ances  with 
capital 
consump¬ 
tion  adjust¬ 
ment 

Equals: 

Net 

national 

product 

Plus: 
Subsidies 
less 
current 
surplus 
of  govern¬ 
ment 
enter¬ 
prises 

Indirect 
business 
tax  and 
nontax 
liability 

Less: 

Business 

transfer 

payments 

Statistical 

discrep¬ 

ancy 

Equals: 

National 

income 

1946 . 

209.6 

13.8 

195.7 

a9 

17.1 

0.5 

a7 

17a  3 

1947 . 

232.8 

17.2 

215.6 

-.2 

ia4 

.6 

1.8 

194.6 

1948 . 

259.1 

2a  3 

23a  8 

-.1 

20.1 

.7 

-1.2 

219.0 

1949 . 

258.0 

22.0 

236.1 

-.3 

21.3 

.8 

1.0 

212.7 

1950 . 

286.2 

23.9 

262.3 

.1 

23.4 

.8 

HI 

236.2 

1951 . 

330.2 

27.6 

302.6 

-.1 

25.3 

272.3 

1952 . 

347.2 

29.6 

317.6 

-.3 

27.7 

i 

285.8 

1953 . 

366.1 

31.6 

334.5 

-.5 

29.7 

1.2 

299.7 

1954 . 

366.3 

33.1 

333.2 

-.3 

29.6 

1.1 

ao 

299.1 

1955 . 

399.3 

35.3 

364.0 

-.0 

32.2 

1.2 

2.5 

328.0 

1956 . 

420.7 

38.9 

381.8 

.7 

35.1 

1.4 

-.8 

346.9 

1957 . 

442.8 

42.0 

400.8 

.7 

37.5 

1.5 

.2 

362.3 

1958 . 

448.9 

44.1 

404.8 

1.1 

3a7 

1.6 

1.7 

364.0 

1959 . 

486.5 

46.1 

440.4 

.1 

41.8 

1.8 

-.2 

397.1 

1960 . 

506.0 

47.7 

458.3 

.4 

45.4 

2.0 

-.7 

412.0 

1961 . 

523.3 

49.1 

474.2 

1.7 

48.0 

2.0 

1.6 

424.2 

1962 . 

563.8 

50.5 

513.3 

1.8 

51.6 

2.1 

4.0 

457.4 

1963 . 

594.7 

52.2 

542.5 

1.1 

54.6 

2.4 

3.7 

482.8 

1964 . 

635.7 

54.6 

581.2 

1.7 

5a8 

2.7 

2.2 

519.2 

1965 . 

688.1 

57.5 

630.6 

1.6 

62.6 

2.8 

.9 

566.0 

1966 . 

753.0 

61.7 

691.3 

2.5 

65.3 

3.0 

3.2 

622.2 

1967 . 

796.3 

67.0 

729.3 

1.6 

70.2 

3.1 

1.7 

655.8 

1968 . 

868.5 

73.8 

794.7 

1.3 

78.8 

3.4 

-.6 

714.4 

1969 . 

935.5 

82.5 

853.1 

1.8 

86.4 

3.8 

-3.3 

767.9 

1970 . 

982.4 

90.8 

891.6 

2.7 

94.0 

4.0 

-2.1 

79a  4 

1971 . 

1,063.4 

9a8 

964.7 

2.4 

4.2 

1.3 

858.1 

1972 . 

1. 171. 1 

105.4 

■JIOLIJ 

3.6 

111.0 

4.7 

1.7 

951.9 

1973 . 

1,306.3 

117.1 

1, 189.3 

3.7 

120.2 

5.2 

.4 

1,067.3 

1974 . 

1,406.9 

134.0 

1,272.9 

.7 

127.3 

5.8 

-.6 

1, 141. 1 

1975  ». . 

1,499.0 

152.5 

1,346.4 

1.9 

137.2 

6.3 

-4.6 

1,209.5 

1973:  1 . 

1,265.0 

111.0 

1, 154. 1 

3.1 

117.9 

5.0 

3.2 

1,031.2 

II . 

1,287.8 

115.3 

1, 172. 5 

4.5 

119.9 

5.1 

-.9 

1,052.9 

Ill . 

1, 319. 7 

iia3 

1,201.4 

4.0 

121.1 

5.2 

1.0 

l,07ai 

IV . 

1, 352.7 

123.7 

1,229.1 

3.3 

121.9 

5.4 

-1.8 

i,ioa8 

1974: 1 . 

1, 370.9 

12a  9 

1,244.0 

1.0 

123.3 

5.6 

-6.2 

1, 122.3 

II . 

1,391.0 

131.1 

1, 259.9 

.5 

126.6 

5.8 

-1.6 

1, 129.6 

Ill . 

1,424.4 

136.1 

1,28a  3 

.9 

129.6 

5.9 

2.4 

1, 151.3 

IV . 

1,441.3 

142.1 

1,299.3 

.4 

129.5 

6.0 

2.9 

1, 161.3 

1975:  1 . 

1,433.6 

145.4 

1,28a  2 

1.6 

131.6 

6.2 

-3.2 

1, 155.2 

II . 

1,460.6 

149.5 

1,311.1 

2.2 

135.2 

6.3 

-a  9 

1, 180.8 

Ill . 

1, 528. 5 

154.7 

1,373.8 

1.9 

140.0 

6.4 

-3.2 

1,232.5 

IV  » . 

1,573.2 

160.5 

1,412.7 

1.9 

141.8 

a5 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-12. — National  income  by  type  0/  income,  1946-75 
(Billions  of  dollirs;  quarterly  date  at  saasonally  adjustad  annual  ratal 


Table  B-12  — National  income  by  type  of  income,  1946-75 — Continued 
IBilhens  of  dollars;  quarterly  data  at  saasonally  adjusted  annual  rates! 


Table  B-13. — Relation  oj  national  income  and  personal  income,  1946-75 


(Billions  of  dollars;  quarttrly  data  at  saasonally  adjustad  annual  ratasj 


Year  or 
quarter 

Nitionil 

income 

Less: 

Plus: 

Equals: 

Corpo¬ 

rate 

profits 

with 

inven¬ 

tory 

valuation 

and 

capital 

con¬ 

sumption 

adjust¬ 

ments 

Net 

interest 

Conth* 

buttons 

for 

social 

insur- 

ance 

Wage 

accruals 

less 

dis¬ 

burse¬ 

ments 

Govern¬ 

ment 

transfer 

pay¬ 

ments 

to 

persons 

Personal 

interest 

income 

Divi¬ 

dends 

Business 

transfer 

pay¬ 

ments 

Personal 

income 

1946  . 

1947  . 

194t . 

1949  . 

1950  . 

1951  . 

1952  . 

1953  . 

1954  . 

1955  . 

1956  . 

1957  . 

1958  . 

1959  . 

1960  . 

1961  . 

1962  . 

1963  . 

1964  . 

1965  . 

1966  . 

1967  . 

1968  . 

1969  . 

1970  . 

1971  . 

1972  . 

1973  . 

1974  . 

1975  p . 

1973:  1... 
It... 

111.. 
IV.. 

1974:  1... 

11.. . 

111.. 
IV.. 

1975:  1... 

11.. . 

111.. 
IV  p. 

178.3 

194.6 
219.0 

212.7 

236.2 

272.3 

285.8 

299.7 

299.1 

328.0 

346.9 

362.3 
364.0 

397.1 

412.0 

424.2 

457.4 

482.8 

519.2 

566.0 

622.2 

655.8 

714.4 

767.9 

798.4 
858.1 

951.9 
1,067.3 

1. 141. 1 

1.209.5 

1,031.2 

1,052.9 

1,078.1 

1,106.8 

1.122.3 

1. 129.6 

1.151.3 

1. 161.3 

1.155.2 

1, 180. 8 

1, 232. 5 

16.6 

22.2 

29.1 

26.9 

33.7 

38.1 

35.4 

35.5 

34.6 

44.6 

42.9 

42.1 

37.5 

48.2 

46.6 

46.9 

54.9 

59.6 
67.0 

77.1 

82.5 

79.3 

85.8 

81.4 

67.9 

77.2 

92.1 
100.2 

91.3 

102.1 

101.9 

99.6 

98.9 
100.4 

99.6 

94.3 

89.2 
82.0 

78.9 

96.6 
113.1 

1.6 

2.1 

2.1 

2.2 

2.3 

2.7 
3.0 

3.4 
4.3 

4.8 

5.2 

6.5 
8.0 

8.8 

9.8 
11.2 

12.8 

14.3 

15.9 

18.5 

21.9 

24.3 
26.8 

30.8 

37.5 

42.8 
47.0 

56.3 

70.7 

81.6 

51.9 

54.3 

57.6 

61.3 

64.8 

68.7 

72.7 

76.7 

78.7 

79.7 
82.2 

85.7 

6.1 

5.8 

5.4 

5.9 

7.1 

8.5 
9.0 

9.1 

10.1 

11.5 

12.9 

14.9 

15.2 
18.0 

21.1 

21.9 

24.3 

27.3 

28.7 

30.0 

38.8 

43.4 

48.1 

54.9 

58.7 

64.8 

73.6 

91.5 

102.9 

108.3 

88.8 

90.5 
92.4 

94.2 

100.2 

101.9 

104.4 
105.0 

106.0 

106.6 

108.9 
111.7 

-0.0 

.0 

.0 

-.0 

.0 

.1 

-.0 

-.1 

.0 

.0 

.0 

.0 

.0 

.0 

.0 

.0 

.0 

.0 

.0 

.0 

.0 

.0 

.0 

.0 

.0 

.6 

.0 

-.1 

-.5 

.0 

.0 

-.3 

.0 

.0 

.0 

-.6 

-1.5 

.0 

.0 

.0 

.0 

.0 

10.8 

11.2 

10.6 

11.7 

14.4 

11.6 

12.1 

12.9 

15.1 

16.2 

17.3 
20.1 

24.3 
25.2 

27.0 

30.8 

31.6 

33.4 

34.8 

37.6 

41.6 

49.5 

56.5 

62.7 

75.9 

89.9 
99.4 

113.5 

134.5 

168.7 

110.0 

111.9 

114.5 

117.5 

123.5 

130.7 

138.4 

145.5 

157.7 

169.4 

172.4 
175.2 

6.4 

7.3 

7.7 

8.2 

8.9 

9.6 

10.3 

11.4 

12.7 

13.8 

15.3 

17.4 

18.8 
20.9 

23.3 

24.6 

27.1 

30.2 

33.3 

37.2 

41.8 
45.0 

49.6 

55.9 

64.3 

69.3 

74.6 

88.4 

106.5 

120.7 

81.7 

85.9 

90.7 

95.4 

99.0 

104.0 

109.1 
114.0 

116.0 

117.6 

121.2 
127.8 

5.6 

6.3 

7.0 

7.2 

8.8 

8.5 

8.5 

8.8 

9.1 

10.3 
11.1 

11.5 

11.3 
12.2 

12.9 

13.3 

14.4 

15.5 

17.3 

19.1 

19.4 

20.1 

21.9 

22.6 

22.9 
23.0 

24.6 

27.8 

31.1 

32.8 

26.4 

27.2 
28.1 

29.5 

30.0 

30.9 

31.7 
31.7 

32.1 

32.6 
33.5 

33.1 

1 

B 

177.3 
189.8 

208.5 

205.6 

226.1 

253.7 

270.4 
286.1 
288.2 

308.8 

330.9 

349.3 

359.3 

382.1 

399.7 
415.0 

440.7 

463.1 

495.7 

537.0 

584.9 
626.6 

685.2 

745.8 

801.3 
859.1 

942.5 
1,054.3 

1. 154. 7 

1,246.0 

1,011.6 

1,039.0 

1,067.8 

1,098.8 

1,115.9 

1. 136.6 

1. 171.6 

1. 194. 8 

1.203.6 

1.223.8 

1. 261. 7 

1.294.8 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 


186 


Table  B-14. — Disposition  of  personal  income,  1946-75 
IBillions  of  dollan;  quartorly  data  at  saaMoally  adjustod  annual  rates,  txcopt  as  notad| 


Lass:  forsonal  outlays 


Portont  ot  disposabla 
porsonal  ineomo 
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Table  B-15. — Sources  of  personal  income,  1946-75 

(Billions  of  dollars;  quarterly  data  at  seasonally  adjusted  annual  rates) 


Year  or  quarter 

Per¬ 

sonal 

income 

Total 

Wage  and  salary 

Commodity- 

producing 

industries 

disbursed 

Distrib¬ 

utive 

indus¬ 

tries 

nents> 

Service 

indus¬ 

tries 

Govern¬ 

ment 

and 

govern¬ 

ment 

enter¬ 

prises 

Other 

labor 

in¬ 

come' 

Proprietors'  in¬ 
come  with  inven¬ 
tory  valuation  and 
capital  consump¬ 
tion  adjustments 

Farm 

Non¬ 

farm 

Total 

Manu¬ 

factur¬ 

ing 

1946 . 

177.3 

112.0 

46.0 

36.5 

31.0 

14.3 

20.7 

2.0 

14.9 

21.6 

1947 . 

189.8 

123.1 

54.2 

42.5 

35.2 

16.1 

17.5 

2.4 

15.2 

20.6 

194* . 

208.5 

135.5 

60.9 

47.1 

37.5 

18.0 

19.0 

2.7 

17.5 

23.2 

1949 . 

205.6 

134.8 

57.7 

44.6 

37.7 

18.6 

20.8 

2.9 

12.7 

23.5 

1950 . 

226.1 

147.0 

64.6 

50.3 

39.8 

20.0 

22.6 

3.7 

13.5 

24.9 

1951 . 

253.7 

171.3 

76.1 

59.3 

44.3 

21.7 

29.2 

4.6 

15.8 

27.0 

1952 . 

270.4 

185.4 

81.9 

64.1 

46.9 

23.3 

33.3 

5.2 

14.9 

28.0 

1953 . 

286.1 

198.6 

89.4 

71.2 

49.7 

25.0 

34.4 

5.9 

12.9 

28.4 

1954 . 

288.2 

196.8 

85.5 

67.5 

50.1 

26.3 

34.9 

6.1 

12.3 

28.5 

1955 . 

308.8 

211.7 

92.9 

73.8 

53.4 

28.8 

36.6 

7.0 

11.3 

31.2 

1956 . 

330.9 

228.3 

100.4 

79.4 

57.7 

31.5 

38.8 

8.0 

11.2 

32.4 

1957 . 

349.3 

239.3 

104.0 

82.4 

60.5 

33.8 

41.0 

9.0 

11.0 

33.9 

1959 . 

359.3 

240.5 

99.8 

78.6 

60.8 

35.8 

44.1 

9.4 

13.1 

34.3 

1959 . 

382.1 

258.9 

109.3 

86.8 

64.8 

38.8 

46.0 

10.6 

10.7 

36.6 

1960 . 

399.7 

271.9 

112.9 

89.7 

68.2 

41.7 

49.2 

11.2 

11.4 

35.6 

1961 . 

415.0 

279.5 

113.4 

89.8 

69.3 

44.4 

52.4 

11.8 

11.8 

36.4 

1962 . 

440.7 

298.0 

121.5 

96.7 

72.8 

47.5 

56.3 

13.0 

11.9 

37.7 

1963 . 

463.1 

313.4 

126.6 

100.6 

76.3 

50.6 

60.0 

14.0 

11.6 

38.7 

1964 . 

495.7 

336.1 

135.1 

107.1 

81.4 

54.7 

64.9 

15.7 

10.3 

42.0 

1965 . 

537.0 

362.0 

145.7 

115.5 

87.2 

59.2 

69.9 

17.8 

12.6 

44.1 

1966 . 

584.9 

398.4 

160.7 

128.0 

94.4 

65.0 

78.3 

19.9 

13.6 

46.7 

1967 . 

626.6 

427.5 

168.0 

134.1 

100.9 

72.2 

86.4 

21.7 

12.1 

48.9 

1968 . 

685.2 

469.5 

183.0 

145.8 

109.9 

80.2 

96.4 

25.1 

12.0 

51.4 

1969 . 

715.8 

514.6 

199.1 

157.5 

120.7 

89.9 

104.9 

28.2 

13.9 

52.3 

1970 . 

801.3 

546.5 

202.5 

158.2 

130.1 

97.9 

116.0 

32.0 

13.9 

51.2 

1971 . 

859.1 

579.4 

207.8 

160.3 

139.3 

106.8 

125.6 

36.2 

14.3 

53.4 

1972 . 

942.5 

633.8 

226.7 

175.4 

151.9 

117.9 

137.3 

42.0 

18.0 

58.1 

1973 . 

1.054.3 

701.0 

253.4 

196.2 

168. 1 

130.8 

148.6 

47.5 

32.4 

59.3 

1974 . 

1, 154.7 

763.6 

273.7 

211.2 

184.3 

145.0 

160.6 

54.5 

25.6 

59.5 

1975* . 

1,246.0 

801.6 

273.5 

211.1 

195.1 

158.6 

174.4 

61.3 

24.6 

58.7 

1973:  1 . 

1,011.6 

676.5 

243.8 

189.1 

161.9 

125.9 

144.8 

45.6 

26.5 

59.4 

II . 

1,039.0 

692.8 

250.0 

193.9 

166.2 

129.4 

147.1 

46.7 

31.2 

58.9 

Ill . 

1,067.8 

707.6 

256.0 

197.7 

169.8 

132.4 

149.4 

48.1 

35.2 

59.7 

IV . 

1,098.8 

727.1 

263.9 

204.0 

174.7 

135.4 

153.1 

49.8 

36.8 

59.3 

1974:  1 . 

1,115.9 

738.7 

265.8 

204.7 

177.6 

139.7 

155.6 

51.4 

33.7 

59.3 

II . 

1,136.6 

756.2 

271.9 

209.6 

182.7 

142.9 

158.6 

53.4 

22.3 

59.5 

Ill . 

1,171.6 

775.9 

279.2 

215.7 

187.0 

147.4 

162.3 

55.5 

21.9 

60.2 

IV . 

1,194.8 

783.6 

277.7 

214.9 

189.9 

150.1 

165.9 

57.6 

24.6 

59.0 

1975:  1 . 

1,203.6 

781.0 

267.9 

205.5 

190.3 

153.5 

169.3 

59.0 

21.0 

58.6 

II . 

1, 223. 8 

787.6 

267.2 

205.9 

191.8 

156.0 

172.6 

60.3 

20.1 

58.5 

Ill . 

1, 261.7 

807.3 

275.3 

212.9 

196.6 

160.0 

175.4 

62.0 

29.3 

58.7 

IV  » . 

1,294.8 

830.5 

283.7 

220.3 

201.8 

164.8 

180.2 

63.8 

28.2 

58.8 

See  footnotes  at  end  of  table. 
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Table  B-15. — Sources  oj  personal  income,  1946-75 — Continued 

(Billions  of  dollars;  quartorty  data  at  saasonally  adjustad  annual  ratas) 


I  Tha  total  of  wage  and  salary  disbursemenb  and  other  labor  Incoma  differs  from  compensation  of  employees  in  Table 
B-12  in  that  It  excludes  employer  contributions  for  social  insurance  and  the  excess  of  wage  accruals  over  wage  disburse¬ 
ments. 

>  Nonfarm  income  is  personal  incoma  exclusive  of  net  income  of  unincorporated  farm  enterprises,  farm  wages,  agri¬ 
cultural  net  interest,  and  net  dividends  paid  by  farm  corporations. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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597-S78  0  -  76  -  18 


Isis  IISII  ISSIi  IIxII 


Table  B-16. — Personcl  consumption  expenditures,  1946-75 
IBillions  of  dolltrs;  quirttrly  data  at  saasonally  adjustad  annual  ratas) 

I  Ourabla  (oods  ■  I  Nondurabla  goods  >  I  Servicos  > 


■  Total  includes  items  not  shown  separately. 

>  Includes  imputed  rental  value  of  owner-occupied  dwellings. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Transportation 


Table  B-17.— 7oto/  and  per  capita  disposable  personal  income  and  personal  consumption  expendi¬ 
tures  in  current  and  1972  dollars,  1946-75 


>  Population  of  the  Unitad  Statas  including  Armed  Forces  overseas;  includes  Alaska  and  Hawaii  beginning  1960.  Annual 
data  are  for  July  1;  quarterly  data  are  for  middle  of  period,  interpolated  from  monthly  data. 

Source:  Department  of  Commerce  (Bureau  of  Economic  Analysis  and  Bureau  of  the  Census). 


Table  B-18. — Gross  saving  and  investment,  1946-75 
(Billions  of  dollsrs;  quartorly  data  at  soasonally  adjusted  annual  rates] 


■  Undistributed  corporate  profits  with  inventory  valuation  and  capital  consumption  adjustments,  corporate  and  non¬ 
corporate  capital  consumption  aliowances  with  capital  consumption  adjustment,  and  private  wage  accruals  less  disburse¬ 
ments. 

>  Allocations  of  special  drawing  rights  (SOR). 

>  Net  exports  of  goods  and  services  less  net  transfers  to  foreigners  and  interest  paid  to  foreigners. 

*  In  February  1974,  the  U.S.  Government  granted  to  India  K,01S  million  (quarterly  rate)  in  rupees  under  provisions 
of  the  Agricultural  Trade  Development  and  Adjustment  Act.  This  transKtion  is  being  treated  as  capital  grants  paid  to 
foreigners,  and  is  included  in  the  first  quarter  of  1974  as  — $8.0  (annual  rate)  in  capital  grants  received  by  the  United 
States. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 


Table  B-19. — Saving  by  individuals,  1946-75^ 
[Billions  of  dollars;  quarterly  data  at  seasonally  adjusted  annual  rates] 


Year  or 

quarter  Total 

Totals 


1946 . 

25.7 

18.9 

1947 . 

20.8 

13.2 

1948 . 

23.3 

9.0 

1949 . 

18.9 

10.0 

19S0 . 

26.9 

13.8 

1951 . 

30.3 

18.8 

1952 . 

27.2 

22.7 

1953 . 

30.4 

22.5 

1954 . 

28.2 

22.7 

1955 . 

34.1 

28.4 

1956 . 

36.0 

30.0 

1957 . 

34.1 

28.6 

1958 . 

33.0 

31.6 

1959 . 

34.7 

36.5 

1960 . 

32.3 

31.6 

1961 . 

31.7 

35.1 

1962 . 

37.1 

39.1 

1963 . 

39.1 

45.1 

1964 . 

49.5 

55.5 

1965 . 

55.4 

58.2 

1966 . 

65.1 

62.6 

1967 . 

65.0 

69.0 

1968 . 

68.3 

73.3 

1969 . 

60.6 

62.1 

1970 . 

76.2 

80.6 

1971 . 

87.4 

99.7 

1972 . 

97.9 

124.4 

1973 . 

120.2 

138.2 

1974 . 

115.8 

129.9 

1974:  1.... 

116.0 

122.4 

II... 

117.2 

143.  C 

III... 

107.2 

117.2 

IV... 

123.7 

137.1 

1975:  1.... 

110.4 

135.7 

II... 

166.1 

196.3 

III... 

121.1 

146.7 

>  Savina  by  households,  personal  trust  funds,  nonprofit  institutions,  farms,  and  other  noncorporate  business. 

>  Includes  commercial  paper  and  miscellaneous  financial  assets,  not  shown  separately. 

>  Consists  of  U.S.  savings  bonds,  other  U.S.  Treasury  securities,  U.S.  Government  agency  securities  and  sponsored 
agency  securities,  and  State  and  local  obligations. 

*  Includes  investment  company  shares. 

'  Private  life  insurance  reserves,  private  insured  and  noninsured  pension  reserves,  and  government  insurance  and 
pension  reserves. 

•  Security  credit,  policy  loans,  noncorporate  business  mortgage  debt,  and  other  debt. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System. 
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Table  B-20. — Number  and  money  income  (in  1974  dollars)  of  families  and  unrelated  individuals 
by  race  of  head,  1947-74 


Negro  and  other  races 


>  Revised  using  population  controls  based  on  the  1970  Census.  Such  controls  not  available  by  race. 

Note.— The  poverty  level  is  based  on  the  poverty  index  adopted  by  a  Federal  interagency  committee  in  1969.  That 
index  reflects  different  consumption  requirements  for  families  based  on  size  and  composition,  sex  and  age  of  family  head, 
and  farm-nonfarm  residence.  The  poverty  threshold  is  updated  every  year  to  reflect  changes  in  the  consumer  price  index. 
For  further  details,  see  Current  Population  Reports,  Series  P-60,  No.  99,  Bureau  of  the  Census. 

Source:  Department  of  Commerce,  Bureau  of  the  Census. 


POPULATION,  EMPLOYMENT,  WAGES,  AND 
PRODUCTIVITY 


Table  B-21. — Population  by  age  groups,  1929-75 
[Thousands  of  parsons) 


Aga  (yaars) 

Julyl 

Total 

Undar  5 

5-15 

16-19 

20-24 

Nota— Indudts  Armad  Forcas ovarsMS  bafinnint  1940.  Includas  Alaska  and  Hawaii  bafinning  1950. 
Sourca;  Oapartmant  of  Commarca,  Buraau  of  tha  Cansus. 
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Table  B-22. — Noninstitutional  population  and  the  labor  force,  1929-75 
[Monthly  data  seasonally  adjusted,  except  as  noted] 


Year  or  month 

Nonin- 
stitu- 
tional 
popu¬ 
lation  > 

Total 

labor 

force 

(includ¬ 

ing 

Armed 

Forces) 

Armed 
Forces  > 

Total 

Civi 

Total 

ian  labor 

mployme 

Agri¬ 

cul¬ 

tural 

orce 

It 

Non- 

agri- 

cul- 

tural 

Unem¬ 

ploy¬ 

ment 

Unem- 

plny- 

ment 

rate 

(percent 

of 

civilian 

labor 

force) 

Labor 
force 
partici¬ 
pation 
rate 
(total 
labor 
force  as 
percent 
of  non- 
institu- 
tional 
popu¬ 
lation) 

Thousands  of  persons  14  years  of  age  and  over 

Percent 

1929 . 

49,440 

260 

49, 180 

47, 630 

10, 450 

37,180 

1,550 

r? 

1933 . 

51, 840 

250 

51,590 

38, 760 

10,090 

28, 670 

12,  830 

7A.9 

1939 _ 

55,600 

370 

55. 230 

45,750 

9, 610 

36.  MO 

9  AAO 

17.7 

IMHl 

100,380 

56. 180 

540 

55,640 

47,520 

9,540 

37,980 

8.120 

14.6 

56.0 

101,520 

57,530 

1,620 

55,910 

50,350 

9.100 

41.250 

5, 560 

9.9 

56.7 

102.610 

60, 380 

3,970 

56. 410 

53,750 

9.  250 

44, 500 

2,660 

4.7 

58.8 

103,660 

64,560 

9,020 

55,540 

54,470 

9,080 

45,390 

1,070 

1.9 

62.3 

104,630 

66,040 

11,410 

54,630 

53,960 

8,950 

45,010 

670 

1.2 

63.1 

1945 . 

105,530 

65,300 

11,440 

53,860 

52,820 

8,580 

44. 240 

1,040 

1.9 

61.9 

1946 . 

106, 520 

60,970 

3,450 

57,520 

55. 250 

8. 320 

46,930 

2,  270 

3.9 

57.2 

1947 . 

107.608 

61,758 

1,590 

60,168 

57,812 

8, 256 

49. 557 

2. 356 

3.9 

57.4 

Thousands  of  persons  16  years  of  age  and  over 

1947 . 

Ril 

49. 148 

2,311 

3.9 

58.9 

1948 . 

104,527 

62,080 

1,459 

60. 621 

58,344 

50,713 

2. 276 

3.8 

59.4 

1949 . 

105,611 

1,617 

61,286 

57,649 

7,656 

49,990 

3,637 

5.9 

59.6 

1950 . 

106,645 

63,858 

1,650 

58,920 

7, 160 

51,760 

3. 288 

5.3 

59.9 

1951 . 

107,721 

65, 117 

HEl 

62,017 

59,962 

6.726 

53. 239 

3.3 

60.4 

1952 . 

108,823 

65. 730 

3,592 

62, 138 

60. 254 

6,501 

53. 753 

1,883 

3.0 

60.4 

1953 « . 

110,601 

66,560 

3,545 

63,015 

61. 181 

6. 261 

54,922 

1,834 

2.9 

60.2 

1954 . 

111,671 

66,993 

3,350 

63,643 

60,110 

UUjJ 

53,903 

3. 532 

5.5 

60.0 

1955 . 

112, 732 

68,072 

3,049 

65,023 

62. 171 

6,449 

55, 724 

2,852 

4.4 

60.4 

1956 . 

113,811 

69,409 

2,857 

66,552 

OjCDS 

6,283 

57,517 

2, 750 

4.1 

61.0 

1957 . 

115,065 

69. 729 

2,800 

66,929 

64,071 

5.947 

58. 123 

2,859 

4.3 

60.6 

1958 . 

116.363 

70, 275 

2,636 

67.639 

63,036 

5,586 

57,450 

4,602 

6.8 

60.4 

1959 . 

117,881 

70,921 

2,552 

68,369 

64,630 

5,565 

59,065 

3, 740 

5.5 

60.2 

1960  > . 

119, 759 

72, 142 

2,514 

65,778 

5. 458 

60. 318 

3,852 

5.5 

60.2 

1961 . 

121,343 

73, 031 

2,572 

fiS  7A6 

fTnCfTil 

4,714 

6.7 

60.  2 

1962 » . 

122,981 

73, 442 

2: 828 

KKll 

61. 759 

3:911 

5.5 

59.7 

1963 . 

125, 154 

74,571 

2. 738 

71,833 

67.762 

4,687 

63,076 

4,070 

5.7 

59.6 

1964 . 

127,224 

75,830 

2,739 

73,091 

69,305 

4,523 

64, 782 

3,786 

5.2 

59.6 

1965 . 

129, 236 

77, 178 

2,723 

74,455 

71,088 

4,361 

66, 726 

3,366 

4.5 

59.7 

1966 . 

131,180 

78.893 

3,123 

75,770 

72,895 

3,979 

68,915 

2,875 

3.8 

60.1 

1967 . 

133,319 

80. 793 

3,446 

77.347 

74,372 

3,844 

70, 527 

2,975 

3.8 

60.6 

1968 . 

If  IyI 

82. 272 

3. 535 

78,737 

75.920 

3,817 

72, 103 

2,817 

60.7 

1969 . 

84. 240 

3,506 

80,734 

77,902 

3,606 

74,296 

2,832 

j 

61.1 

1970 . 

140, 182 

85,903 

3,188 

82. 715 

78.627 

3,462 

75. 165 

4,088 

61.3 

1971 . 

142,596 

86,929 

2,817 

84,113 

79, 120 

3,387 

75, 732 

4.993 

61.0 

1972  > . 

145, 775 

88. 991 

2.449 

86,542 

81,702 

3,472 

78. 230 

4,840 

61.0 

1973 « . 

148,263 

91,040 

2,326 

88,714 

3,452 

80,957 

61.4 

1974 . 

150,827 

93, 240 

2,229 

85,936 

3,492 

82,443 

5. 076 

i 

61.8 

1975 . 

153,449 

94,793 

2, 180 

92,613 

84,783 

3,380 

81,403 

7,830 

8.5 

61.8 

See  fMtnotes  at  end  of  table. 
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Table  B-22. — Noninstitutional  population  and  the  labor  force,  1929-75 — Continued 


{Monthly  data  seasonally  adjusted,  except  as  noted| 


Nonin- 

stitu- 

Total 

labor 

force 

Civilian  labor  force 

Unem¬ 

ploy¬ 

ment 

Labor 

force 

partici¬ 

pation 

rate 

(total 

Year  or  month 

tional 

popu¬ 

lation! 

(includ¬ 

ing 

Armed 
Forces  > 

Employment 

rate 

(percent 

labor 
force  as 

Forces) 

Total 

Total 

Agri¬ 

cul¬ 

tural 

Non- 

agri- 

cul- 

tural 

Unem¬ 

ploy¬ 

ment 

civilian 

labor 

force) 

of  non¬ 
institu¬ 
tional 
popu¬ 
lation) 

Thousands  of  persons  16  years  cf  age  and  over 

1974:  Jan . 

149, 656 

92,659 

2, 258 

90,401 

85, 865 

3, 737 

82, 128 

4, 536 

5.0 

61.9 

Feb . 

149, 857 

92,837 

2,258 

90, 579 

85,948 

3, 735 

82, 213 

4, 631 

5.1 

62.0 

Mar . . 

150,066 

92,800 

2,251 

90,549 

86,033 

3,661 

82, 372 

4, 516 

5.0 

61.8 

Apr . 

150, 283 

92, 715 

2,243 

90,472 

85,990 

3, 576 

82, 414 

4, 482 

5.0 

61.7 

May . 

150,507 

92,982 

2, 229 

90, 753 

86, 154 

3, 502 

82,652 

4,  599 

5.1 

61.8 

June . 

150,710 

93, 206 

2,212 

90,994 

86, 167 

3,372 

82, 795 

4,827 

5.3 

61.8 

July . 

150,922 

93, 519 

2,220 

91, 299 

86,292 

3, 425 

82, 867 

5, 007 

5.5 

62.0 

Aug . 

151, 135 

93,  377 

2,220 

91, 157 

86,170 

3, 447 

82, 723 

4,987 

5.5 

61.8 

g;?*:::::::: 

151,  367 

93,  791 

2, 217 

91,574 

86, 155 

3,460 

82,695 

5,419 

5.9 

62.0 

151, 593 

93, 810 

2, 214 

91,596 

86,012 

3, 428 

82,584 

5,584 

6.1 

61.9 

Nov . 

151,812 

93,939 

2,213 

91, 726 

85, 549 

3, 385 

82, 164 

6,177 

6.7 

61.9 

Dec . 

152,020 

93, 854 

2,212 

91,642 

85,053 

3, 338 

81,715 

6,589 

7.2 

61.7 

1975:  Jan . 

152, 230 

94,156 

2,193 

91,963 

84,666 

3, 370 

81,296 

7,297 

7.9 

61.9 

Feb . 

152,445 

93, 721 

2, 198 

91,523 

84, 163 

3, 252 

80,911 

7,360 

8.0 

61.5 

Mar . 

152,646 

94, 078 

2, 198 

91,880 

84,110 

3,268 

80,842 

7, 770 

8.5 

61.6 

Apr . 

152,840 

94,449 

2,195 

92,254 

84, 313 

3, 301 

81,012 

7, 941 

8.6 

61.8 

May . 

153,051 

94,950 

2,181 

92, 769 

84, 519 

3, 528 

80,991 

8, 250 

8.9 

62.0 

June . 

153, 278 

94,  747 

2, 178 

92, 569 

84,498 

3, 350 

81,148 

8,071 

8.7 

61.8 

July . 

153,585 

95, 250 

2, 187 

93,063 

84,967 

3,439 

81, 528 

8,096 

8.7 

62.0 

Aug . 

153, 824 

95,397 

2,185 

93,212 

85, 288 

3,464 

81,824 

7,924 

8.5 

62.0 

154,052 

95, 298 

2, 170 

93, 128 

85, 158 

3,512 

81,646 

7,970 

8.6 

61.9 

154,256 

95, 377 

2, 164 

93, 213 

85, 151 

3,408 

81, 743 

8,062 

8.6 

61.8 

Nov . 

154, 476 

95, 273 

2, 156 

93,117 

85, 178 

3, 301 

81, 877 

7,939 

8.5 

61.7 

Dec . 

154,700 

95,  286 

2, 157 

93, 129 

85,394 

3, 236 

82,158 

7,735 

8.3 

61.6 

I  Not  seasonally  adjusted. 

*  Not  strictly  comparable  with  earlier  data  due  to  population  adjustments  as  follows;  Beginnint  1953,  introduction  of 
1950  Census  data  added  about  600,000  to  population  and  about  350,000  to  labor  force,  total  employment,  and  agricultural 
employment.  Beginning  1960,  inclusion  of  Alaska  and  Hawaii  added  about  500,000  to  population,  about  300,000  to  labor 
force,  and  about  240,000  to  nonagricultural  employment.  Beginning  1962,  introduction  of  1960  Census  data  reduced  popu¬ 
lation  by  about  50,000  and  labor  force  and  employment  by  about  200,000.  Beginning  1972,  introduction  of  1970  Census 
data  added  about  800,000  to  civilian  noninstitutional  population  and  about  333,000  to  labor  force  and  employment.  A 
subsequent  adjustment  based  on  1970  Census  in  March  1973  added  60,000  to  labor  force  and  to  employment.  Overall 
categories  of  the  labor  force  other  than  those  noted  were  not  appreciably  affected. 

Note.— Labor  force  data  in  Tables  B-22  through  B-25  are  based  on  household  interviews  and  relate  to  the  calendar 
week  including  the  12th  of  the  month.  For  definitions  of  terms,  area  samples  used,  historical  comparability  of  the  data, 
comparability  with  other  series,  etc.,  see  "Employment  and  Earnings." 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Tabie  B-23. — Civilian  tmploymenl  and  tmemploymtnt  by  six  and  age,  1947-75 
(Thousands  of  persons  16  years  of  a|e  and  over;  monthly  data  seasonally  adjusted) 


I  See  footnote  2,  Table  B-Z2. 

Note.-See  Note.  Table  B-22. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statiatict. 
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Table  B-24. — Selecttd  unemployment  rates,  1948-75 
|P*rc«nt  ■;  monthly  data  saaaonally  adjustadi 


*.  •*  parcant  of  civilian  labor  forca  in  group  spacifiad,  aacapt  as  notad. 

.  SfV".***  Toil.'')'!"*  *949  and  1951-54  ara  for  April;  1950.  for  March. 

•  Data  for  1949-61  ara  for  May. 

‘  Includas  craft  and  kindrad  workars.  oparativas.  and  nonfarm  laborars.  Data  for  1948-57  ara  based  on  data  for 
January,  April,  July,  and  October. 

*  houf*  lost  by  the  unemployed  and  parsons  on  part-tima  lor  economic  reasons  as  a  percent  of  potentially 
available  labor  force  hours. 


Nota.— Sea  footnote  2  and  Note,  Table  B-22. 


Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-25. — Unemployment  by  duration,  1947—75 


(Monthly  data  soawnally  adjustad  ■] 


Year  or  month 

Total  un¬ 
employ¬ 
ment 

Duration  of  unemployment 

Average 
(mean) 
duration 
in  weeks 

Less  than 

5  weeks 

5-14 

weeks 

15-26 

weeks 

27  weeks 
and  over 

Thousands  of  persons  16  years  of  age  and  over 

1947 . 

2,311 

1,210 

704 

^BBI 

1949 . 

2,276 

1,300 

669 

9.6 

1949 . 

3,637 

1,756 

1,194 

429 

256 

10.0 

1950 . 

3, 299 

1,450 

1,055 

425 

357 

12.1 

1951 . 

2,055 

1, 177 

574 

166 

137 

1952 . 

1,993 

1,135 

516 

149 

94 

1953 . 

1,934 

1, 142 

492 

132 

79 

1954 . 

3,532 

1,605 

1,116 

495 

317 

^b| 

1955 . 

2,952 

1,335 

915 

366 

336 

1956 . 

2,750 

1,412 

905 

301 

232 

1957 . 

2,959 

1,409 

991 

321 

239 

1959 . 

4,602 

1,753 

1,396 

795 

667 

1959 . 

3,740 

1,595 

1,114 

469 

571 

14.4 

1960 . 

3,952 

1,719 

1,176 

503 

454 

12.9 

1961 . 

4,714 

1,906 

1,376 

729 

904 

iV; 

1962 . 

3,911 

1,663 

1,134 

534 

595 

1963 . 

4,070 

1,751 

1,231 

535 

1964 . 

3,796 

1,697 

1,117 

491 

1965 . 

3,366 

1,629 

993 

404 

1966 . 

2,975 

LTicl 

297 

1967 . 

2,975 

IrKf  ■ 

271 

1969 . 

2,917 

EvTfl 

910 

256 

1969 . 

2,932 

1,629 

927 

242 

1970 . 

4,099 

2,137 

1,299 

427 

235 

9.7 

1971 . 

4,993 

2, 234 

1,579 

665 

517 

11.3 

1972 . 

4,940 

2, 223 

1.459 

597 

562 

12.0 

1973 . 

4,304 

2,196 

1,296 

475 

337 

10.0 

1974 . 

5,076 

2,567 

1,572 

563 

373 

9.7 

1975 . 

7,930 

2,994 

2,452 

1,290 

1,193 

14.1 

1974:  Jan . 

4, 536 

1,379 

464 

330 

9.6 

Fob . 

4,631 

1,362 

496 

331 

9.6 

Mar . 

4,  516 

^Bi£] 

1,360 

497 

319 

9.5 

Apr . 

4,492 

2, 335 

1,396 

491 

342 

9.9 

May . 

4,  599 

2,449 

1,361 

500 

343 

9.5 

June . 

4,927 

2,411 

1,491 

540 

355 

9.7 

July . 

5,007 

2,507 

1,534 

542 

370 

9.9 

Aui . 

4,997 

2, 571 

1,493 

572 

379 

9.9 

Sept . 

5,419 

2,676 

1, 712 

636 

379 

9.6 

Oct . 

5,594 

2,759 

1,792 

669 

397 

9.9 

Nov . 

6,177 

2, 993 

1,999 

742 

439 

9.9 

Dec . 

6,599 

3,035 

2. 197 

932 

550 

10.3 

1975;  Jan . 

7,297 

3, 267 

2,599 

940 

632 

10.9 

Feb . 

7,360 

2,966 

2. 494 

1. 107 

721 

11.7 

Mar . 

7,770 

1,240 

739 

11.4 

Apr . 

7,941 

1,341 

937 

12.9 

May . 

9,250 

3,091 

2, 599 

1,479 

1,050 

13.3 

June . 

9,071 

2, 733 

2,511 

1,490 

1,271 

15.3 

July . 

9,096 

2,969 

2. 141 

1,600 

1,354 

15.1 

Ao| . 

7,924 

2, 759 

2. 449 

1. 431 

1,447 

15.5 

Sept . 

7, 970 

2,920 

2,444 

1,352 

1,592 

16.2 

Oct . 

9, 062 

3,015 

2,446 

1,239 

1,491 

15.6 

Nov . 

7,939 

2, 641 

2, 469 

1,296 

1,719 

16.9 

Dec . 

7,735 

2,649 

2, 244 

1,413 

1,667 

17.0 

>  Because  of  independent  seasonal  adjustment  of  the  various  series,  detail  will  not  add  to  totals. 
Note.— See  footnote  2  and  Note,  Table  B-22. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statlstica. 
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Table  B-26. — Unemployment  insurance  programs,  selected  data,  1946-75 


All  programs  State  programs 


Year  or 
month 

Cov¬ 

ered 

em¬ 

ploy¬ 

ment' 

Insured 

unem¬ 

ploy¬ 

ment 

(weekly 

aver¬ 

age)” 

Total 
benefits 
paid 
(mil¬ 
lions 
of  dol¬ 
lars)” 

Insured  un¬ 
employment 

Initial  claims 

Ex¬ 
haus¬ 
tions  • 

Insurer 
ploymer 
cent  of 
empic 

unem- 
t  as  per- 
covered 

Benefits  paid 

Unad¬ 

justed 

Season¬ 
ally  ad¬ 
justed 

Unad¬ 

justed 

Season¬ 
ally  ad¬ 
justed 

yment 

Total 
(mil¬ 
lions  of 
dol¬ 
lars)* 

Aver¬ 

age 

weekly 

check 

(dol¬ 

lars)* 

Unad¬ 

justed 

Season¬ 
ally  ad¬ 
justed 

Thousands 

Weekly  average  thousands 

Percent 

1946 . 

31, 856 

2,804 

2, 878. 5 

1,295 

189 

38 

4.3 

1,094.9 

18.50 

1947 . 

33, 876 

1,793 

i;785.5 

997 

187 

24 

3.1 

'  775. 1 

17.83 

1948 

34,646 

1,446 

1, 328. 7 

980 

200 

20 

3.0 

789.9 

19.03 

1949... 

33, 098 

2,474 

2, 269. 8 

1,973 

340 

37 

6.2 

1, 736.0 

20.48 

1950 

34,308 

1, 605 

1, 467. 6 

1,513 

236 

36 

4.6 

1, 373. 1 

20.76 

1951  . 

36,334 

1,000 

862.9 

969 

208 

16 

2.8 

840.4 

21.09 

1952  . 

37,006 

1,069 

1,043.5 

1, 044 

215 

18 

2.9 

998.2 

22. 79 

1953 . 

38’,  072 

1,067 

1,050.6 

990 

218 

15 

2.8 

962.2 

23. 58 

1954 . 

36,622 

2,051 

2,291.8 

1,870 

304 

34 

5.2 

2,026.9 

24.93 

1955 . 

40,018 

1,399 

1,560.2 

1,265 

226 

25 

3.5 

1,350.3 

25.04 

1956 . 

42, 751 

1,323 

1, 540.6 

1,215 

227 

20 

3.2 

1, 380.7 

27.02 

1957  . 

43, 436 

1, 571 

1,913.0 

1,446 

270 

23 

3.6 

1. 733. 9 

28. 17 

1958  ..  . 

44,411 

3,269 

4, 290.6 

2,526 

369 

50 

6.4 

3, 512.7 

30.58 

1959 

45i  728 

2, 099 

2, 854. 3 

1, 684 

277 

33 

4.4 

2,279.0 

30.41 

1960 

46, 334 

2, 071 

3, 022. 8 

1,908 

331 

31 

4.8 

2, 726. 7 

32.87 

1961 

46, 266 

2,994 

4,  358. 1 

2, 290 

350 

46 

5.6 

3, 422. 7 

33.80 

1962 

47;  776 

1,946 

3, 145. 1 

1,783 

302 

32 

4.4 

2, 675. 4 

34.56 

1963  . 

48;  434 

'  1, 973 

3, 025. 9 

’1,806 

’298 

30 

4.3 

2, 774.7 

35.27 

1964 . 

49, 637 

1, 753 

2, 749.2 

1,605 

268 

26 

3.8 

2, 522. 1 

35.92 

1965 . 

51,580 

1,450 

2, 360.4 

1,328 

232 

21 

3.0 

2, 166.0 

37.19 

1966 . 

54, 739 

1, 129 

1,890.9 

1,061 

203 

15 

2.3 

1,771.3 

39.75 

1967 . 

56,342 

1,270 

2, 221. 5 

1,205 

226 

17 

2.5 

2,092.3 

41.25 

1968  . 

57, 977 

1, 187 

2, 191.0 

1,111 

201 

16 

2.2 

2,031.6 

43.43 

1969  . 

59,999 

1,177 

2, 298. 6 

1, 101 

200 

16 

2.1 

2, 127.9 

46. 17 

1970  . 

59, 526 

2,070 

■»,  209. 3 

1,805 

296 

25 

3.4 

3,848.5 

50.34 

1971  .  .. 

59. 375 

2,608 

6,214.9 

2, 150 

295 

39 

4.1 

4, 957. 0 

53. 23 

1972 . 

66, 458 

2, 192 

5, 491. 1 

1,848 

261 

35 

3.5 

4,471.0 

56.76 

1973 . 

69,897 

1,  793 

4, 517.3 

1,632 

246 

29 

2.7 

4, 007.6 

59.00 

1974  . 

•71,905 

2, 558 

6,933.9 

2,262 

363 

37 

3.5 

5,974.9 

64.25 

1975  » . 

4,920 

3,973 

472 

6.0 

1974:  Jan... 

2,  739 

622.7 

2, 561 

1,965 

446 

426 

32, 

4.1 

3.1 

570.8 

62.28 

2,824 

599.3 

2, 630 

2,045 

359 

382 

32 

4.2 

3.2 

553.3 

63. 35 

2, 751 

652.4 

2,502 

2,099 

293 

366 

35 

4.0 

3.3 

593.9 

63.85 

2,564 

639.3 

2, 217 

2,099 

263 

294 

38 

3.5 

3.3 

552.7 

63.62 

May.. 

2,278 

584.5 

1,934 

2,093 

237 

251 

39 

3.0 

3.3 

486.4 

62.69 

June.. 

2, 161 

472.4 

1, 834 

2, 103 

269 

272 

40 

2.9 

3.3 

383.4 

62.50 

July... 

2, 290 

541.6 

1,989 

2,113 

340 

315 

41 

3.1 

3.3 

459.1 

62.93 

2,153 

530.3 

1,874 

2, 132 

283 

272 

40 

2.9 

3.3 

444.9 

64.14 

Sept.. 

2, 081 

463.6 

1, 783 

2, 251 

274 

308 

35 

2.7 

3.5 

381.0 

64.23 

Oct.:. 

2, 246 

530.3 

1,947 

2, 478 

348 

338 

34 

3.0 

3.8 

442.0 

65.20 

Nov... 

2, 825 

571.0 

2, 499 

2,808 

480 

447 

36 

3.8 

4.3 

485.0 

65.49 

3, 910 

848.3 

3,550 

3,291 

703 

552 

42 

5.4 

5.0 

745.9 

67.22 

1975:  Jan... 

5,213 

1,256.6 

4,  752 

3, 652 

795 

565 

50 

7.2 

5.5 

1, 128. 2 

67.83 

5,751 

1,312.3 

5, 108 

3,955 

609 

546 

58 

7.8 

6.0 

1, 164. 2 

68.73 

5,886 

1,490.4 

5,091 

4, 216 

510 

545 

66 

7.7 

6.4 

1;  290.6 

69.07 

5, 647 

1, 539.7 

4, 775 

4,522 

463 

525 

84 

7.2 

6.8 

i;301.2 

69.08 

May.. 

5,202 

1,395.2 

4, 281 

4,628 

401 

494 

92 

6.4 

7.0 

1;  145. 1 

69.33 

4,892 

1,256.7 

3, 878 

4,427 

427 

487 

104 

5.8 

6.7 

984.0 

69.58 

July... 

4,990 

1,406.6 

3,871 

4, 128 

480 

421 

105 

5.8 

6.2 

1,086.9 

71.58 

4,590 

1,199.0 

3, 436 

3,898 

375 

443 

97 

5.1 

5.8 

881.3 

70.98 

Sept '. 

4, 254 

1,095.2 

3,077 

3,885 

340 

449 

84 

4.6 

5.8 

763.8 

71.22 

Oct».. 

4,044 

1,046.3 

2, 924 

3,718 

367 

439 

73 

4.4 

5.6 

734.2 

72.18 

4, 120 

3,045 

3, 429 

402 

386 

73 

4.6 

5.2 

4,460 

3,409 

3, 193 

501 

375 

5.1 

4.8 

. 

>  Includes  persons  under  the  State,  UCfE  (Federal  employee,  effective  January  1955),  and  RRB  (Railroad  Retirement 
Board)  programs.  Beginning  October  1958,  also  includes  the  OCX  program  (unemployment  compensation  for  ex-service¬ 
men), 

>  Includes  State,  UCFE,  RR,  UCX,  UCV  (unemployment  compensation  lor  veterans,  October  1952-January  1960),  and 
SRA  (Servicemen’s  Readjustment  Act,  September  1944-September  1951)  programs.  Also  includes  Federal  and  State 
extended  benefit  programs.  Does  not  include  FSB  (Federal  Supplemental  Benefits)  and  SUA  (Special  Unemployment 
Assistance)  programs. 

>  Covered  workers  who  have  completed  at  least  1  week  of  unemployment. 

<  Annual  data  are  net  amounts  and  monthly  data  are  gross  amounts. 

>  Individuals  receiving  final  payments  in  benefit  year. 

*  For  total  unemployment  only. 

'  Programs  include  Puerto  Rican  sugarcane  workers  for  initial  claims  and  insured  unemployment  beginning  July  1963. 

■  Latest  data  available  for  all  programs  combined.  Workers  covered  by  Slate  programs  account  tor  abcut  92  percent  of 
the  total. 

Source:  Department  of  Labor,  Employment  and  Training  Administration. 

201 


Table  B-27. —  W/ige  and  salary  workers  in  nonagriculhtral  establishments,  1929-75 
!AII  employees;  thousands  ol  persons;  monthly  data  seasonally  adjustodi 


Year  or 
month 

Total 

ManufKturing 

Min¬ 

ing 

Con- 

trKt 

con¬ 

struc¬ 

tion 

Trans¬ 

porta¬ 

tion 

and 

pub¬ 

lic 

utili¬ 

ties 

Whole¬ 

sale 

and 

retail 

trade 

Fi¬ 

nance. 

insur¬ 

ance, 

and 

real 

estate 

Serv¬ 

ices 

Government 

waie 

and 

salary 

work¬ 

ers 

; 

\  Dura- 
Total  i  ble 
!  to<xl> 

Non¬ 

dura¬ 

ble 

goods 

Fed¬ 

eral 

State 

and 

local 

1929 . 

31. 339 

10.702  j . 

1.087 

1. 497 

3. 916 

6. 123 

1  S09 

a  440 

saa 

7  sa> 

1933 . 

23, 711 

7.397  1 . 

744 

809 

2, 672 

4.755 

1,  295 

2, 873 

SOS 

7  fiOl 

1939 . 

30.618 

10. 278  {  4, 715 

5.564 

854 

1.150 

2.936 

6. 426 

1.462 

3. 517 

905 

3. 090 

1940 . 

32. 376 

10.985  '  5,363 

5.622 

925 

1.294 

3. 038 

6.750 

1.  502 

3.681 

996 

3,206 

1941 . 

36. 554 

13.192  6.968 

6.225 

957 

1.790 

3.274 

7, 210 

1.549 

3.921 

1.340 

3. 320 

1942 . 

40. 125 

15. 280  :  8. 823 

6. 458 

992 

2,170 

3.460 

7.118 

1.538 

4,084 

2.213 

3. 270 

1943 . 

42. 452 

17.602  1  11,084 

6. 518 

925 

1, 567 

3.647 

6.982 

1.502 

4. 148 

2.905 

3. 174 

1944 . 

41.883 

17,328  1  10.856 

6.472 

892 

1,094 

3,829 

7.058 

1. 476 

4. 163 

2. 928 

3.116 

1945 . 

40.394 

15,524  {  9.074 

6. 450 

836 

1.132 

3.906 

7,314 

1. 497 

4,241 

2.808 

3,137 

1946 . 

41,674 

14,703  1  7.742 

6. 962 

862 

1.661 

4.061 

8. 376 

1.697 

4,719 

2.254 

3. 341 

1947 . 

43. 881 

15.545  !  8.385 

7,159 

955 

1. 982 

4. 166 

8.955 

1. 754 

5.050 

1. 892 

3, 582 

1948 . 

44.891 

15.582  1  8,326 

7.256 

994 

2.169 

4. 189 

9,272 

1.829 

5.206 

1. 863 

3. 787 

1949 . 

43, 778 

14,441  '  7,489 

6.953 

930 

2.165 

4.001 

9.264 

1. 857 

5.  264 

1.908 

3,948 

1950 . 

45.  222 

15.241  1  8.094 

7.147 

901 

2.333 

4.034 

9.386 

1. 919 

5.382 

1. 928 

4.098 

1951 . 

47.849 

16.393  :  9.089 

7.304 

929 

2.603 

4. 226 

9,742 

1.991 

5,576 

2. 302 

4. 087 

1952 . 

48. 825 

16. 632  !  9, 349 

7. 284 

898 

2.634 

4. 248 

10.004 

2.069 

5.730 

2. 420 

4. 188 

1953 . 

50. 232 

17,549  1  10.110 

7, 438 

866 

2.623 

4.290 

10. 247 

2. 146 

5. 867 

2.305 

4.340 

1954 . 

49.022 

16. 314  1  9. 129 

7,185 

791 

2.612 

4.084 

10. 235 

2.234 

6.002 

2. 188 

4,563 

1955 . 

50,675 

16.882  1  9.541 

7. 340 

792 

2.802 

4. 141 

10. 535 

2.335 

6. 274 

2.187 

4, 727 

1956 . 

52.408 

17,243  !  9.834 

7.409 

822 

2.999 

4.244 

10. 858 

2.429 

6. 536 

2.209 

5.069 

1957 . 

52.894 

17,174  !  9.856 

7. 319 

828 

2.923 

4. 241 

10,886 

2.477 

6. 749 

2.217 

5,399 

1958 . 

51.363 

15.945  8.830 

7.116 

751 

2,778 

3,976 

10,750 

2.519 

6.806 

2.191 

5.648 

1959 . 

53. 313 

16.675  '  9.373 

7,303 

732 

2.960 

4.011 

11.127 

2.594 

7,130 

2.233 

5. 850 

1960 . 

54. 234 

16.796  1  9.459 

7. 336 

712 

2.885 

4.004 

11. 391 

2.669 

7. 423 

2,270 

6.083 

1961 . 

54.042 

16.326  !  9.070 

7.256 

672 

2. 816 

3. 903 

11.337 

2,731 

7.664 

2.279 

6. 315 

1962 . 

55.596 

16.853  9.480 

7,373 

650 

2. 902 

3,906 

11.566 

2.800 

8. 028 

2.340 

6.550 

1963 . 

56. 702 

16.995  1  9.616 

7.380 

635 

2.963 

3. 903 

11. 778 

2.877 

8. 325 

2.358 

6.868 

1964 . 

58.331 

17.274  9.816 

7, 458 

634 

3. 050 

3.951 

12.160 

2.957 

8. 709 

2.348 

7. 248 

1965 . 

60. 815 

18.062  1  10.406 

7.656 

632 

3. 186 

4.036 

12.716 

3.023 

9.087 

2.378 

7.696 

1966 . 

63. 955 

19.214  !  11.284 

7.930 

627 

3.275 

4.151 

13. 245 

3. 100 

9.551 

2.564 

8. 227 

1967 . 

65. 857 

19.447  1  11.439 

8.008 

613 

3.208 

4. 261 

13.606 

3. 225 

10.099 

2.719 

8.679 

1968 . 

67.951 

19,781  1  11.626 

8.155 

606 

3,306 

4,  311 

14.099 

3.381 

10. 622 

2, 737 

9. 109 

1969 . 

70,442 

20,167  1  11,895 

8. 272 

619 

3.525 

4,435 

14,704 

3,562 

11, 228 

2. 758 

9,444 

1970 . 

70.920 

19.349  j  11,195 

8.154 

623 

3. 536 

4.504 

15.040 

3.687 

11.621 

2, 731 

9.830 

1971 . 

71. 222 

18.572  1  10,597 

7.975 

609 

3.639 

4.457 

15. 352 

3.802 

11.903 

2.696 

10. 192 

1972 . 

73. 714 

19,090  1  11,006 

8.084 

625 

3. 831 

4,  517 

15. 975 

3.943 

12.392 

2.684 

10.656 

1973 . 

76,896 

20.068  !  11,839 

8.229 

644 

4. 015 

4,644 

16.674 

4, 091 

13.021 

2. 663 

11,075 

1974 . 

78.413 

20,046  :  11,895 

8.151 

694 

3,957 

4,696 

17,017 

4,208 

13. 617 

2. 724 

11. 453 

1975  p . 

7,668 

18.344  10.676 

7.668 

745 

3,455 

4.499 

16,950 

4.222 

13,997 

2,748 

12.023 

See  footnotes  at  end  ol  table. 
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Table  B-27. — Wage  and  salary  workers  in  nonagrieultural  establishments,  1929-75 — Continued 
(All  •mployNs;  thouMnds  of  ponons;  monthly  data  seasonally  adjusted] 


Year  or 
month 

Total 

wage 

and 

salary 

work¬ 

ers 

Manufacturing 

Min- 

ing 

Con¬ 

tract 

con¬ 

struc¬ 

tion 

Trans¬ 

porta¬ 

tion 

and 

pub¬ 

lic 

utili¬ 

ties 

Whole¬ 

sale 

and 

retail 

trade 

Fh 

nanca, 

insur* 

anca. 

and 

raal 

astata 

Sarv- 

icas 

Government 

Total 

Dura¬ 

ble 

goods 

Non¬ 

dura¬ 

ble 

goods 

Fed¬ 

eral 

State 

and 

local 

1973:  Jan... 

75. 516 

19, 717 

11,522 

8,195 

628 

3,899 

4,596 

16,382 

4,018 

12. 724 

2,671 

10,881 

Feb... 

75,915 

19,851 

11,633 

8,218 

629 

16,486 

4,034 

12, 788 

2,661 

10,922 

Mar... 

76,159 

19,920 

11,686 

8,234 

629 

3,962 

4,614 

16,541 

ISS] 

12,829 

2,662 

10,953 

Apr.. 

76,367 

19,975 

11. 735 

8,240 

630 

3,955 

4,627 

16, 573 

Dial 

10,999 

May _ 

76,569 

20,010 

11, 788 

8,222 

632 

3,987 

4,630 

16,626 

4,072 

12,919 

2,664 

11,029 

June.. 

76,878 

20,085 

11,844 

8,241 

637 

4,028 

4,635 

16,673 

4,081 

12,985 

2,655 

11,099 

July... 

76,940 

20,068 

11,862 

644 

4,059 

4,639 

16,689 

4,095 

2,626 

11,098 

Aug._ 

77. 207 

20,116 

649 

4,047 

4,658 

16,739 

4,114 

2.651 

11, 133 

Sept.. 

77,366 

20,131 

1 1 

651 

4,070 

4,670 

16,776 

4,127 

11,113 

Oct... 

77,673 

20,245 

IrilMil 

666 

4,690 

16,836 

4,136 

w.  r.Tj 

11, 181 

Nov... 

77. 973 

20,324 

m  rilil'.l 

8,266 

665 

4,686 

16,894 

4, 145 

13,288 

w.  •'ril 

11, 236 

Dec... 

78,058 

20,367 

12,097 

8,270 

668 

4,682 

16,854 

4,157 

13. 310 

1  iJJ 

11, 258 

1974:  Jan... 

78,068 

20.324 

12.047 

8,277 

672 

4,710 

16,864 

4,172 

13.313 

2.681 

11,268 

Feb... 

78. 196 

20.222 

8,256 

674 

4,721 

16,875 

4,186 

2.696 

11.306 

Mar... 

78,236 

EDira 

8,238 

677 

4,711 

16,898 

4.196 

11,328 

Apr... 

78,351 

20,209 

8,213 

685 

4,049 

4,707 

16.933 

2,705 

11,373 

May... 

78,486 

20,189 

1 1  kVLi 

8,214 

689 

ECS] 

4,704 

2,713 

11,385 

June.. 

78,530 

20,201 

8.197 

692 

3,969 

4,700 

17,038 

2,721 

11,395 

July... 

78,648 

20,202 

12,024 

8,178 

698 

3,913 

4,695 

17. 123 

4,206 

2,730 

11,425 

Au^.. 

78,733 

20,134 

11,962 

8.172 

701 

3.938 

4,703 

17,135 

4,217 

2.740 

11,469 

Sept.. 

78,830 

20,104 

11,943 

UQ] 

4,683 

17. 143 

4,224 

13.767 

2,746 

11. 553 

Oct... 

78,790 

19,972 

11,870 

8.102 

728 

4,686 

17,154 

4,228 

13,797 

2,745 

11,608 

Nov... 

78,374 

19,638 

11,656 

7,982 

722 

4,683 

17,058 

4,226 

13,822 

2,742 

11,657 

Dec... 

77,723 

19,190 

11,357 

7,833 

686 

3,770 

4,659 

16,935 

4,229 

13,833 

2,738 

11,683 

1975:  Jen... 

77,319 

18.798 

723 

3.749 

4,603 

4,219 

13,857 

2,734 

11,733 

Feb... 

If. 'll! 

724 

3,592 

4,565 

16,879 

4. 210 

13,865 

2,733 

11,861 

Mar... 

Vi  •'mfr'vl 

729 

3.467 

4.506 

16,851 

4,207 

13.864 

2,733 

11,885 

Apr... 

V  jrMJ 

18. 155 

10,637 

7,518 

732 

3.441 

16,847 

2,731 

11,961 

May.. 

K  jutjl 

18,162 

10,595 

7,567 

738 

3.439 

4,491 

16,857 

2,732 

11,994 

June.. 

kj|Z3 

18,100 

10,527 

7,573 

741 

3,392 

4,469 

16,877 

13,871 

2,738 

11,953 

July... 

76,679 

18,084 

10.465 

7,619 

743 

3,395 

4,464 

16,984 

jiPJl 

2.745 

12,071 

Aug... 

77,023 

18,254 

10,563 

7,691 

749 

3,415 

4,466 

17,016 

2,756 

12.099 

Sept.. 

77,310 

18,417 

10,650 

7,767 

752 

3.432 

4,467 

17,045 

itHiiH 

2,765 

12,080 

Oct... 

77,555 

18,493 

10,661 

7,832 

774 

4,476 

17,043 

14, 157 

2,767 

12, 197 

Nov». 

77,558 

18,471 

10,643 

7,828 

767 

4.501 

17,020 

4,248 

14,189 

2,761 

12,198 

Dec*- 

77,798 

18, 551 

10,697 

7,854 

772 

3.389 

4,481 

17,096 

4,259 

14, 251 

2,758 

12, 241 

Note.— Deta  in  TaMes  B-27  throuih  B-29  are  based  on  reports  from  employini  establishments  and  relate  to  full-  and 
part-time  wate  and  salary  erarkers  in  nonaericultural  establishments  who  worked  during,  or  received  pay  lor,  any  part  of 
the  pay  period  which  includes  the  12th  of  the  month. 

Not  comparable  with  labor  force  deta  (Tables  B-22  through  B-25),  which  include  proprietors,  self-employed  persons, 
domestic  servanb,  and  unpaid  family  workers;  which  count  persons  es  employed  when  they  are  not  at  work  because 
of  industrial  disputes,  bad  weather,  etc.;  and  which  are  based  on  a  sample  of  ttre  working-age  population,  whereas  the 
estimates  in  this  table  are  based  on  reports  from  emploving  establishments. 

For  description  and  details  of  the  verious  establishment  data,  see  "Employment  and  Earnings.” 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-28. — Avaagt  weekly  hours  and  hourly  earnings  in  selected  private  nonagricultural 

industries,  1947-75 


(For  production  or  nonsupervisory  workers;  monthly  date  seesonelly  adjusted] 


>  Also  includes  other  private  industry  groups  shown  in  Table  B-27. 

>  Includes  eeti  ng  end  drinking  pieces. 

•  Adjusted  for  overtime  (in  manufacturing  only)  and  for  interindustry  employment  shifts. 
<  Current  dollar  earnings  index  divided  by  the  consumer  price  index. 

•  Monthly  date  ere  annual  rates,  computed  from  indexes  to  two  decimal  pieces. 

Note.— See  Note,  Table  B-27. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-29. — Averag*  weekly  earnings  in  selected  private  nonagricultural  industries,  1947-75 
(For  production  or  nonsupervisory  workers;  monthly  data  seasonally  adjusted) 


Average  gross  weekly  earnings 

Average  spendable  weekly  earnings,  total 
private  nonagricultural « 

Totai  private 
nonagricultural  > 

Manu* 

fKturing 

Contract 

construc¬ 

tion 

Retail 
trade  > 

Amount 

Percent  change  from 
preceding  period  > 

Current  1967 

dollars  dollars  > 

Current  dollars 

Current  1967 
dollars  dollars  > 

Current  1967  I 

dollars  dollars  j 

Table  B-30. — Productiiity  and  related  data,  private  eeonomy,  1947-75 


[1967-100;  quirterly  data  saasonally  adjusted] 


Year  or  quarter 

Output  >  1 

Hours  of  all 
persons’ 

Output  per 
hour  of  all 
persons 

1  Compensation 
i  per  hour’ 

1 

Unit  labor 
costs 

Implicit  price 
deflator  • 

Total 

private 

Private 

non- 

farm 

Total 

private 

Private 

non- 

tarm 

Total 

private 

Private 

non¬ 

farm 

Total  1 
private 

Private 

non- 

farm 

Total 

private 

Private 

non¬ 

farm 

Total 

private 

1947 . 

46.7  ! 

45.5 

1  89.3 

^  78.4 

52.3 

58.1 

35.8  i 

38.0 

68.5 

65.4 

65.2 

62.6 

1948 . 

48  .9  I 

47.6 

89.8 

!  79.5 

54.5 

59.9 

39.0  : 

41.4 

71.5 

69.1 

69.6 

66.7 

1949 . 

48.8 

47.5 

86.9 

76.5 

56.2 

62.0 

39.7 

42.7 

70.6 

68.8 

68.9 

67.3 

1950 . 

53.4 

52.1 

88.1 

79.1 

60  6 

65.8 

42.3 

45.0 

69.9 

68.3 

70.0 

68.5 

1951 . 

56.7 

55.6 

90.6 

82.5 

62.6 

67.4 

46.4 

49.0 

74.2 

72.7 

75.2 

73.1 

1952 . 

58.5 

57.4 

90.7 

83.3 

64.5 

68.9 

49.4 

51.7 

76.6 

75.0 

76.1 

74.4 

1953 . 

61.1 

60.0 

91.6 

85.3 

66.7 

70.3 

52.6 

54.6 

78.8 

77.7 

77.0 

76.1 

1954 . 

60.3 

59.1 

88.6 

82.5 

68.0 

71.6 

54.3 

56.4 

79.8 

78.7 

77.9 

77.3 

1955 . 

64.9 

63.7 

92.2 

86.1 

70.4 

74.0 

55.6 

58.3 

79.0 

78.8 

79.1 

78.9 

1956 . 

66.3 

65.2 

93.8  < 

88.4 

70.7  1 

73.8 

59.2 

61.8 

83.7 

83.7 

81.6 

81.4 

1957 . 

67.3 

66.4 

92.5  1 

88.0 

72.8 

75.5 

63.0 

£5.3 

86.5 

86.5 

84.3 

84.3 

1958 . 

67.0 

65.9 

88.7  1 

84.7 

75.6 

77.8 

65.8 

67.7 

8’.0 

87.  C 

85.5 

85.1 

1959 . 

71.5 

70.7 

91.8 

88.0 

77.9 

80.3 

68.9 

70.8 

88.4 

88.2 

87.1 

87.0 

1960 . 

73  0 

72.1 

92.5  1 

89.1 

79.0 

80.9 

71.6 

73.6 

90.6 

91.0 

88.5 

88.4 

1961 . 

74.6 

73.7 

91.1 

88.1 

81.9 

83.7 

74.3 

76.1 

90.7 

91.0 

89.1 

89.1 

1962 . 

79.1 

78.4 

92.6 

90.0 

85.5 

87.1 

77.8 

79.3 

91.0 

91.0 

90.5 

90.4 

1963 . 

82.4 

81.8 

93.2 

91.1 

88.4 

89.8 

80.7 

82.1 

91.3 

91.4 

91.5 

91.6 

1964 . 

86.9 

86.5 

94.6 

93.0 

91.9 

93.0 

85.1 

86.0 

92.6 

92.5 

92.5 

92.7 

1965 . 

92.3 

92.0 

97.5 

96.4 

94.6 

95.4 

88.5 

89.1 

93.5 

93.4 

94.4 

94.3 

1966 . 

97.8 

97.8 

99.7 

99.5 

98.0 

98.4 

94.7 

94.6 

96.6 

96.2 

97.3 

97.0 

1967 . 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

1968 . 

104.5 

104.7 

101.7 

102.0 

102.7 

102.6 

107.7 

107.4 

104.8 

104.7 

104.1 

104.1 

1969 . 

107.2 

107.5 

104.3 

105.2 

102.8 

102.2 

115.4 

114.6 

112.3 

112.1 

109.2 

109.1 

1970 . 

106.8 

106.9 

102.8 

104.0 

103.9 

1C2.8 

123.6 

122.4 

119.0 

119.0 

114.3 

114.4 

1971 . 

1>0.2 

110.2 

102.4 

103.6 

107.7 

106.4 

132.1 

130.7 

122.6 

122.9 

119.6 

119.8 

1972 . 

117.4 

117.7 

105.6 

107.0 

111.2 

110.0 

140.0 

138.8 

125.9 

126.2 

123.8 

123.5 

1973 . 

124.3 

124.7 

109.3 

111.1 

113.7 

112.2 

151.4 

149.6 

133.2 

133.4 

130.8 

128.6 

1974 . 

121.5 

122.0 

109.6 

111.5 

110.8 

109.5 

165.8 

163.9 

149.6 

149.7 

143.4 

141.6 

1975  » . 

118.5 

118.5 

105.5 

107.2 

112.3 

110.5 

180.9 

178.5 

161.1 

161.6 

156.7 

155.6 

1973:  1 . 

123.6 

123.9 

108.1 

109.9 

114.4 

112.8 

147.6 

145.7 

129.1 

129.1 

127.2 

125.9 

II . 

123.7 

124.2 

109.3 

111.1 

113.2 

111.7 

149.5 

147.7 

132.1 

132.2 

129.4 

127.5 

Ill . 

124.6 

125.3 

110.0 

111.8 

113.3 

112.0 

152.1 

150.4 

139.2 

134.2 

131.8 

129.1 

IV . 

125.0 

125.3 

110.5 

112.4 

113.2 

111.6 

155.5 

153.8 

137.4 

137.8 

134.6 

132.0 

1974;  1 . 

123  3 

123.9 

110.4 

111.9 

111.7 

110.7 

158.4 

157.0 

141.8 

141.9 

137.5 

134.7 

II . 

122.5 

123.0 

110.3 

112.2 

111.0 

109.7 

163.4 

161. 5 

147.1 

147.2 

141.0 

139.6 

Ill . 

121.6 

122.2 

110.1 

112.1 

110.5 

109.0 

168.2 

165.9 

152.2 

152.2 

145.4 

144.0 

IV . 

118.7 

119.1 

108.5 

110.3 

109.4 

108.0 

172.1 

170.2 

157.3 

157.6 

150.1 

148.6 

1975:1 . 

115.6 

115.5 

105.3 

107.2 

109.8 

107.7 

176.6 

173.9 

160.9 

161.5 

153.5 

152.8 

II . 

116.5 

116.7 

104.6 

106.3 

111.4 

109.8 

179.3 

176.8 

161.0 

161.0 

155.1 

154.1 

Ill . 

120.1 

120.0 

105.3 

106.8 

114.0 

112.3 

182.3 

180.6 

159.8 

160.8 

157.8 

156.4 

IV  » . 

121.9 

121.8 

106.6 

108.5 

114.3 

112.2 

185.6 

183.3 

162.4 

163.3 

160.3 

159.0 

>  Output  refers  to  gross  domestic  product  originating  in  the  sector  in  1972  dollars. 

>  Hours  of  all  persons  in  private  industry  engaged  in  production,  including  hours  of  proprietors  and  unpaid  family 
workers.  Estimates  based  primarily  on  establishment  data. 

*  Wages  and  salaries  of  employees  plus  employers’  contributions  for  social  insurance  and  private  benefit  plans.  Also 
includes  an  estimate  of  wages,  salaries,  and  supplemental  payments  for  the  self-employed. 

*  Current  dollar  gross  domestic  product  divided  by  constant  dollar  gross  domestic  product. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-31. — Changes  in  productivity  and  rtlaUd  data,  prioaU  economy,  1948-75 
|Nrc*irt  chmH  from  practdini  pariod;  quirtady  data  at  saasonally  adjustad  annual  ratas) 


■  Output  rafars  to  gross  domestic  product  originating  in  the  sector  in  1972  dollars. 

>  Hours  of  all  persons  in  private  industry  engaged  in  production,  including  hours  of  proprietors  and  unpaid  family  workers. 
Estimates  based  primarilv  on  establishment  data. 

>  Wages  and  salaries  of  employees  plus  employers'  contributions  for  social  insurance  and  private  benefit  plans.  Also 
includes  an  estimate  of  wages,  salaries,  and  supplemental  payments  for  the  self-employed. 

*  Current  dollar  gross  domestic  product  divided  by  constant  dollar  gross  domestic  product. 

Note.— Percent  changes  are  based  on  original  data  and  therefore  may  differ  slightly  from  percent  changes  based  on 
indexes  in  Table  B-30. 

Source;  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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PRODUCTION  AND  BUSINESS  ACTIVITY 

Table  B-32. — Industrial  production  indexes,  major  industry  divisions,  1929-75 
11967-100;  monthly  data  soasonally  adjustadi 


Sourct:  Board  of  Govarnore  of  tha  Fadaral  Rasarva  Systam. 


Table  ’Q—H.— Industrial  production  indexes,  market  groupings,  1947-76 
|1967»100;  monthly  data  saasonally  adjustadi 


Year  or 
month 

Total 

indus¬ 

trial 

pro¬ 

duc¬ 

tion 

Final  products 

Inter- 

Materials! 

Total 

Consumer  goods  > 

Equipment 

Total 

Dura¬ 

ble 

goods 

Non¬ 

dura¬ 

ble 

goods 

Total 

Auto¬ 

motive 

prod¬ 

ucts 

Home 

goods 

Total 

Busi¬ 

ness 

prod- 

ucts 

1947 . 

39.4 

3S.3 

42.7 

47.8 

39.1 

29.7 

38.0 

42.5 

39.7 

39.1 

38.8 

194« . 

41.0 

39.7 

44.0 

50.0 

40.8 

KIQ 

39.5 

44.9 

41.4 

40.2 

40.9 

1949 . 

38.8 

38.5 

43.8 

49.6 

37.7 

34.5 

42.6 

37.8 

36.0 

37.8 

1950 . 

44.9 

43.4 

50.0 

62.4 

52.0 

30.2 

37.0 

49.6 

45.2 

45.3 

43.6 

1951 . 

48.7 

46.8 

49.5 

55.2 

44.8 

42.1 

45.2 

52.0 

50.0 

51.6 

47.1 

1952 . 

50.6 

50.3 

50.6 

49.7 

44.8 

50.5 

51.2 

51.7 

50.7 

52.7 

47.3 

1953 . 

54.8 

53.7 

53.7 

62.8 

KDa 

54.7 

53.2 

55.3 

56.3 

61.5 

50.2 

1954 . 

51.9 

50.8 

53.3 

58.4 

46.8 

47.9 

46.8 

55.1 

52.0 

53.1 

50.3 

1955 . 

58.5 

54.9 

59.5 

77.7 

55.2 

48.9 

50.7 

62.6 

61.5 

65.0 

56.9 

1956 . 

61.1 

58.2 

61.7 

63.9 

58.1 

53.7 

58.7 

65.3 

63.1 

65.2 

59.5 

1957 . 

61.9 

59.9 

63.2 

66.9 

56.8 

55.9 

61.0 

65.3 

63.1 

65.1 

59.3 

1958 . 

57.9 

57.1 

62.6 

53.2 

53.6 

50.0 

51.5 

63.9 

56.8 

54.8 

58.1 

1959 . 

64.8 

62.7 

68.7 

66.8 

61.6 

54.9 

57.9 

70.5 

65.5 

65.3 

65.0 

1960 . 

66.2 

64.8 

71.3 

76.4 

62.0 

56.4 

59.4 

71.0 

66.4 

66.1 

65.9 

1961 . 

65.3 

72.8 

69.8 

63.9 

55.6 

57.7 

72.4 

66.4 

64.6 

68.2 

1962 . 

KlQ 

70.8 

77.7 

84.5 

69.4 

61.9 

62.7 

76.9 

72.4 

71.8 

72.9 

1963 . 

■  a 

74.9 

82.0 

92.5 

74.9 

65.6 

65.8 

81.1 

77.0 

76.6 

77.1 

1964 . 

81.7 

79.6 

86.8 

96.8 

81.7 

70.1 

74.7 

87.3 

82.6 

82.7 

82.1 

1965 . 

89.2 

86.8 

93.0 

112.3 

91.4 

78.7 

84.4 

93.0 

91.0 

93.0 

88.5 

1966 . 

97.9 

96.1 

98.6 

108.8 

100  7 

93.0 

98.8 

99.2 

99.8 

103.0 

96.3 

1967 . 

100.0 

100.0 

■lOl!] 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

1968 . 

105.7 

105.8 

106.6 

117.9 

106.9 

104.7 

103.4 

105.7 

105.7 

105.0 

106.9 

1969 . 

110.7 

109.0 

111.1 

117.4 

111.6 

106.1 

107.9 

112.0 

112.4 

112.2 

112.8 

1970 . 

106.6 

104.5 

110.3 

99.9 

107.6 

96.3 

101.4 

111.7 

107.7 

103.2 

112.5 

1971 . 

106.8 

104.7 

115.7 

119.5 

112.6 

89.4 

96.8 

112.5 

107.4 

101.7 

114.1 

1972 . 

115.2 

111.9 

123.6 

127.7 

124.5 

95.5 

106.1 

121.1 

117.4 

113.5 

122.5 

1973 _ 

125.6 

121.3 

131.7 

136.6 

140.1 

106.7 

122.6 

131.0 

130.0 

129.2 

1974 . 

124.8 

121.7 

128.8 

110.0 

138.0 

111.7 

129.4 

128.3 

127.3 

128.5 

1975  » . 

113.8 

115.5 

124.0 

99.0 

120.2 

103.6 

116.6 

116.3 

110.7 

106.7 

114.9 

1974:  Jan.. 

125.4 

121.3 

129.2 

108.0 

139.6 

109.8 

126.8 

129.2 

129.7 

129.8 

131.1 

Feb.. 

124.6 

120.6 

128.3 

106.6 

137.5 

109.9 

127.3 

129.1 

128.3 

127.3 

131.1 

Mar.. 

124.7 

121.0 

128.5 

108.0 

140.1 

110.1 

127.6 

128.1 

128.9 

127.2 

131.9 

Apr.. 

124.9 

120.7 

128.5 

113.8 

140.6 

110.1 

127.9 

129.4 

128.7 

127.3 

131.9 

May.. 

125.7 

122.4 

129.6 

116.1 

142.4 

112.2 

130.3 

129.2 

129.1 

128.3 

130.9 

June. 

125.8 

122.5 

117.3 

142.7 

112.0 

130.2 

128.9 

128.8 

127.6 

131.3 

July.. 

125.5 

122.8 

130.0 

113.5 

141.8 

113.0 

131.3 

127.8 

128.0 

175.8 

131.1 

Aug.. 

125.2 

122.1 

129.8 

114.9 

141.2 

111.4 

128.8 

128.6 

128.5 

128.1 

130.4 

Sept.. 

125.6 

122.6 

128.8 

111.6 

139.0 

113.8 

132.3 

127.6 

129.3 

129.2 

129.3 

Oct.. 

124.8 

122.3 

128.2 

114.7 

133.2 

114.0 

132.0 

125.3 

128.1 

129.3 

126.8 

Nov _ 

121.7 

120.9 

126.3 

102.1 

129.7 

113.2 

131.0 

123.0 

122.1 

123.5 

122.1 

Dec... 

117.4 

118.2 

123.4 

87.5 

123.0 

110.7 

127.1 

120.5 

114.8 

114.2 

116.2 

1975:  Jan.. 

113.7 

114.9 

120.1 

80.3 

117.5 

107.8 

122.3 

117.6 

110.5 

110.3 

109.2 

Feb.. 

111.2 

113.4 

118.9 

78.2 

114.0 

105.3 

119.3 

115.1 

107.4 

107.0 

105.7 

Mar.. 

110.1 

112.2 

118.2 

86.8 

112.3 

103.9 

117.0 

112.7 

105.9 

104.7 

105.3 

Apr.. 

109.9 

112.6 

119.7 

93.6 

115.9 

103.0 

115.4 

113.4 

105.2 

101.6 

107.9 

May.. 

110.0 

113.7 

121.2 

97.6 

117.8 

1C2.9 

115.0 

112.4 

104.9 

100.2 

109.5 

June. 

111.1 

114.5 

123.3 

103.4 

118.8 

102.2 

113.9 

112.8 

1C6.0 

99.8 

112.3 

July.. 

112.2 

115.7 

125.5 

106.9 

121.0 

102.2 

113.9 

114.3 

106.8 

100.3 

114.0 

Aug.. 

114.2 

115.9 

125.7 

105.9 

121.9 

102.3 

114.9 

115.4 

111.5 

106.1 

118.3 

SaplT. 

116.2 

116.9 

126.8 

106.7 

■^1 

102.8 

115.6 

116.6 

115.1 

108.7 

123.4 

Oct... 

116.7 

116.9 

127.2 

108.9 

123.4 

102.6 

115.5 

117.2 

116.4 

110.4 

124.4 

Nov». 

117.3 

117.6 

128.3 

109.2 

123.9 

102.7 

116.2 

118.4 

116.7 

111.0 

124.5 

Dec*. 

118.5 

118.6 

129.6 

110.2 

125.6 

103.3 

117.2 

120.0 

117.9 

113.1 

125.6 

■  Also  includes  clothing  and  consumer  staples,  not  shown  separately. 
>  Also  includes  industrial  fuel  and  power,  not  shown  separately. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System. 
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Table  B-34. — Industrial  production  indexes,  selected  manufactures,  1947-75 
|1967»100;  monthly  data  seasonally  adjustad] 


Durable  manufactures 


Nondurable  manufactures 


Trans- 

Ord* 

nance, 

Lum- 

Furni- 

Tex- 

porta- 

Instru¬ 

ments 

private 

ber, 

ture 

tiles, 

tion 

and 

clay. 

and 

apparel. 

equip* 

gov- 

and 

miscel- 

and 

nient 

ern- 

glass  I 

laneous 

leather 

ment 

ill  iiiil  PsSis  ssiii  um 


Table  B-35. — Capacity  utUiiation  rate  in  mam^acturing,  1947-75 
|P«rcMl;  quirttrly  data  saasonally  adjuatad] 


Table  B-36. — N*u)  eontiruetun  attivity,  1929-76 
fVaiu*  put  in  placp,  billions  of  doHon;  monthly  data  at  saasonally  adjustad  annual  ratos| 


Tabu  B-36. — New  eonstructim  activity,  1929-76 — Ckmtinued 
(Viiu*  put  in  piKt,  billions  of  dollirs:  monthly  data  at  saasonally  adjusted  annual  rates) 


Private  construction 


Year  or  month 

ToUl 

ntw 

con¬ 

struc¬ 

tion 

Total 

Residential 
buildings  ■ 

Nonrasidantial  buildings  and  othar 
construction  > 

Total 

Fed¬ 

eral 

SUte 
and 
local  • 

■ 

New 

hous¬ 

ing 

units 

Totil 

m 

In¬ 

dus¬ 

trial 

■ 

1974:  Jan . 

133.7 

99.4 

50.6 

40.8 

48.8 

15.7 

7.1 

26.0 

34.2 

4.6 

29.6 

Feb.... 

137.0 

99.8 

49.4 

39.6 

50.5 

16.4 

7.9 

26.2 

37.1 

5.0 

32.1 

Mar.... 

135.6 

99.1 

49.2 

39.8 

49.9 

16.0 

7.6 

26.4 

36.5 

5.2 

31.3 

Apr.... 

136.8 

98.4 

48.7 

39.9 

49.7 

16.1 

7.3 

26.3 

38.4 

5.7 

32.7 

May.... 

137.4 

98.1 

48.6 

40.0 

49.6 

15.8 

7.7 

26.1 

39.2 

5.2 

34.0 

June... 

137.4 

98.3 

48.5 

39.5 

49.8 

16.0 

7.8 

25.9 

39.1 

5.6 

33.5 

July.... 

138.0 

98.3 

48.6 

38.8 

49.7 

15.7 

7.5 

26.4 

39.7 

5.1 

34.6 

Aug.... 

135.6 

97.1 

47.7 

37.4 

49.4 

15.6 

7.8 

26.0 

38.5 

5.1 

33.4 

Sept.... 

133.3 

94.9 

45.9 

35.6 

49.0 

15.9 

7.5 

25.6 

38.4 

5.4 

33.0 

Oct..... 

134.5 

95.6 

44.2 

33.9 

51.4 

16.4 

8.7 

26.3 

38.9 

5.5 

33.4 

Nov.... 

131.9 

93.8 

42.5 

32.1 

51.3 

15.9 

8.9 

26.5 

38.2 

5.5 

32.6 

Dec.... 

134.0 

92.5 

41.1 

30.5 

51.5 

15.8 

9.0 

26.6 

41.5 

6.1 

35.5 

1975:  Jan . 

132.3 

91.2 

39.6 

28.8 

51.6 

15.6 

8.4 

27.6 

41.1 

5.8 

35.3 

Feb . 

128.9 

89.0 

38.5 

27.4 

50.5 

15.0 

8.7 

26.8 

39.8 

6.3 

33.6 

Mar.... 

125.5 

85.7 

38.0 

26.9 

47.7 

13.0 

7.9 

26.8 

39.8 

6.0 

33.9 

Apr.... 

121.0 

84.7 

37.6 

26.8 

47.2 

12.8 

7.5 

26.9 

36.3 

5.7 

30.6 

May.... 

121.7 

84.3 

38.5 

27.6 

45.7 

12.1 

8.2 

25.4 

37.4 

5.6 

31.8 

June.... 

126.9 

85.0 

40.4 

28.9 

44.6 

11.8 

7.7 

25.1 

41.9 

5.9 

36.0 

July.... 

128.8 

88.1 

43.3 

30.6 

44.8 

12.0 

7.7 

25.1 

40.6 

5.9 

34.7 

Aug.... 

132.1 

90.6 

45.4 

32.1 

45.2 

12.6 

7.6 

25.0 

41.5 

6.3 

35.2 

Sept.... 

137.1 

92.5 

46.0 

33.2 

46.6 

12.4 

7.9 

26.2 

44.6 

6.3 

38.2 

Oct . 

135.1 

93.3 

46.5 

34.9 

46.8 

12.5 

7.5 

26.8 

41.8 

5.9 

35.9 

Nov  «... 

139.2 

96.1 

47.5 

36.7 

48.6 

12.5 

7.6 

28.4 

43.1 

6.7 

Public  construction 


>  Beginnini  1960,  farm  residential  buildings  included  in  residential  buildings;  prior  to  1960,  included  in  nonresidential 
buildings  and  other  construction. 

>  Total  includes  additions  and  alter  rtions  and  nonhousekeeping  units,  not  shown  separately. 

>  Office  buildings,  warehouses,  stores,  restaurants,  garages,  etc. 

<  Religious,  educational,  hospital  and  institutional,  miscellaneous  nonresidential,  farm  (see  also  footnote  1),  public 
utilities,  and  all  other  private. 

•  Includes  Federal  grants-in-aid  for  State  and  local  projects. 

*  Preliminary  estimates  by  Council  of  Economic  Advisers. 


Source:  Department  of  Commerce  (Bureau  of  the  Census),  except  as  noted. 
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Table  B-37. — New  housing  starts  and  applications  Jot  financing,  1929-75 
(Thousands  of  units) 


214 


Table  B-37. — Mm  housing  starts  and  applications  Jot  financing,  1929-75 — Continued 
IThounndi  ot  unitsi 


Houiini  tUrts 


Ytar  or  month 

New 

private 

housing 

unib 

author¬ 

ized' 

Proposed 
homo  con¬ 
struction* 

Private  and 
public  > 

Private' 

Total 

(farm 

and 

non¬ 

farm) 

Non¬ 

farm 

Total  (farm  and  nonfarm) 

Government 
home  programs 
(nonfarm) 

Appli¬ 

cations 

for 

FHA 

com- 

mit- 

menb* 

Re¬ 

quesb 

for 

VA 

ap- 

prais- 

als 

Total 

Type  of 
structure* 

One 

unit 

Two  or 
more 
unib 

FHA* 

VA 

Susonally  adjusted  annual  rates 

1974: Jan . 

86.2 

1,437 

803 

634 

39 

6?J 

1,306 

48 

125 

Feb . 

109.6 

0 

1,881 

1,046 

836 

48 

63 

1,322 

65 

157 

Mar . 

127.2 

0 

1, 511 

969 

542 

«J 

71 

1,395 

72 

144 

Apr . 

160.9 

0 

1,580 

975 

606 

42 

72 

1,264 

74 

153 

May . 

149.9 

0 

1,467 

925 

542 

60 

77 

1,159 

89 

159 

Julie . 

149.5 

O 

1,533 

1,000 

534 

55 

76 

1,115 

90 

180 

July . 

127.2 

m 

1,314 

920 

394 

53 

ZLj 

1,040 

103 

160 

Aug . 

114.0 

0 

1,156 

826 

329 

57 

68 

928 

85 

185 

^t . 

99.6 

0 

1, 157 

845 

313 

67 

76 

853 

95 

169 

Oct. . 

97.2 

h\ 

1. 106 

792 

314 

73 

IL, 

811 

133 

185 

Nov . 

75.6 

0 

1,017 

802 

215 

69 

74 

770 

111 

157 

Dk . 

55.4 

o 

880 

682 

198 

69 

78 

837 

79 

132 

1975: Jan . 

56.9 

m 

999 

739 

260 

71 

68 

689 

72 

126 

Feb . 

56.2 

0 

1,000 

733 

267 

62 

64 

701 

64 

lU 

Mar . 

81.1 

0 

985 

775 

210 

63 

677 

72 

128 

Apr . 

98.4 

Hi 

.  980 

762 

218 

62 

73 

837 

86 

131 

May . 

117.0 

0 

i,  130 

887 

243 

64 

81 

912 

142 

216 

Julie . 

110.9 

o 

1,094 

884 

210 

72 

88 

949 

84 

120 

July . 

120.1 

P) 

1,235 

935 

300 

70 

73 

1,042 

70 

156 

Aug . 

118.7 

1,269 

987 

282 

69 

82 

995 

IL 

157 

Sept . 

112.8 

1,269 

931 

338 

78 

82 

1,095 

71 

172 

Oct . 

125.0 

1,452 

1, 103 

349 

75 

83 

1,079 

99 

188 

Nov  » . 

96.5 

Q 

1,354 

1,028 

326 

Mj 

80 

1,085 

?Qj 

189 

Dec  » . 

78.7 

P) 

1,309 

972 

337 

76 

82 

1,058 

67 

173 

<  Units  in  structures  built  by  private  developars  for  saie  upon  completion  to  iocal  public  housing  authorities  under  the 
Department  of  Housing  and  Urban  Development  "Turnkey  program  are  classified  as  private  housing.  Military  housing 
starts,  including  those  financed  with  mortgages  insured  by  FHA  under  Section  803  of  the  National  Housing  Act,  are  in¬ 
cluded  in  publicly  owned  starts  but  excluded  from  total  private  starts  and  from  FHA  starts. 

>  Not  available  prior  to  1959  except  for  nonfarm  for  1929-44. 

•  For  1-  to  4-unit  structures. 

<  Authorized  by  issuance  of  local  building  permit:  in  14,000  permit-issuing  pieces  beginning  1972;  13,000  for  i967-71; 
12,000  for  196^;  and  10,000  prior  to  im 

•  Unib  in  mortgage  applications  or  appraisal  requesb  for  new  home  construction. 

•  Monthly  estimates  for  September  1945-May  1950  were  prepared  by  Housing  and  Home  Finance  Agency. 

’  Not  available  separately  beginning  January  1970. 

Sources;  Department  of  Commerce,  Department  of  Housing  and  Urban  Development,  and  Veterans  Administration 
(except  as  noted). 
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Table  B-38. — Business  expenditures  for  new  plant  and  equipment,  1947-76^ 
[Billions  of  dollars;  quartarly  data  at  saasonally  adjusted  annual  rates] 


Year 

or  quarter 

Total 

1 

Manufacturing 

i 

Nonmanufacturing 

Total 

Dura¬ 

ble 

goods 

Non¬ 

durable 

goods 

Total 

Mining 

Transportation 

?Md  1 

Public  ^ 
utili-  1 
ties 

Corn- 
Corn-  1  mer- 
muni-  1  cial 
cation  >  and 
other  i 

1947 . 

19.33 

8.44 

3.25 

5.19 

1 

10.89 

0.69 

0.91 

0.17 

1.13 

1.54 

1. 40  5. 05 

1948 . 

21.30 

9.01 

3.30 

5.71 

12.29 

.93 

1.37 

.10 

1. 17 

2.54 

1. 74  4. 42 

1949 . 

18.98 

7. 12 

2.45 

4.68 

11.86 

.88 

1. 42 

.12 

.76 

3.10 

1.34  4.24 

1950 . 

20. 21 

7.39 

2.94 

4.45 

12.82 

.84 

1. 18 

.10 

1.09 

3.24 

1. 14  5. 22 

1951 . 

25.46 

10.71 

4.82 

5.89 

14. 75 

1.11 

1.58 

.14 

1. 33 

3.56 

1.37  5.67 

1952 . 

26.43 

11.  45 

5.21 

6.24 

14.98 

1.21 

1.50 

.24 

1. 23 

3. 74 

1.61  5.45 

1953 . 

28.20 

11.86 

5.31 

6.56 

16.34 

1. 25 

1. 42 

.24 

1.29 

4.34 

1. 78  6. 02 

1954 . 

27. 19 

11. 24 

4.91 

6.33 

15.95 

1.28 

.93 

.24 

1.22 

3.99 

1. 82  6. 45 

1955 . 

29.53 

11.89 

5.41 

6.48 

17.64 

1. 31 

1.02 

.26 

1.30 

4.03 

2.11  7.63 

1956 . 

35.73 

15.40 

7.45 

7.95 

20.34 

1.64 

1.37 

.35 

1. 31 

4.52 

2. 82  8. 32 

1957 . 

37.94 

16. 51 

7.84 

8.68 

21. 43 

1.69 

1.58J 

.41 

1.30 

5.67 

3.19  7.60 

1958 . 

31.89 

12.38 

5.61 

6.77 

19.51 

1. 43 

.86 

.37 

1.06 

5.52 

2.79  7.48 

1959 . 

33.55 

12. 77 

5.81 

6.95 

20.78 

1.36 

1.02 

.78 

1. 33 

5.14 

2.72  8.44 

1960 . 

36.75 

15.09 

7.23 

7.85 

21.66 

1.30 

i.iej 

.66 

1.30 

5.24 

3. 24  8. 75 

1961 . 

35.91 

14.33 

6.31 

8.02 

21.58 

1.29 

.82 

.73 

1. 23 

5.00 

3. 39  9. 13 

1962 . 

38.39 

15.06 

6.79 

8.26 

23. 33 

1.40 

1.02 

.52 

1.65 

4.90 

3.85  9.99 

1963 . 

40.77 

16.22 

7.53 

8. 70 

24.55 

1.  27 

1.26 

.40 

1.58 

4.98 

4.06  10.99 

1964 . 

46.97 

19.34 

9.28 

10.07 

27.62 

1.34 

1.66 

1.02 

1.50 

5.49 

4.61  12.02 

1965 . 

54.42 

23.44 

11.50 

11.94 

30.98 

1.46 

1.99 

1.22 

1.68 

6.13 

5. 30  13. 19 

1966 . 

63.51 

28.20 

14.06 

14. 14 

35.32 

1.62 

2.37 

1. 74 

1.64 

7.43 

6. 02  14. 48 

1967 . 

65.47 

28.51 

14.06 

14.45 

36.96 

1.65 

1.86 

2.29 

1.48 

8.74 

6. 34  14. 59 

1968 . 

67.76 

28.37 

14.12 

14. 25 

39.40 

1. 63 

1. 45 

2.56 

1.59 

10.20 

6. 83  15. 14 

1969 . 

75.56 

31.68 

15.96 

15. 72 

43.88 

1.86 

1.86 

2.51 

1.68 

11.61 

8. 30  16. 05 

1970 . 

79.71 

31.95 

15.80 

16.15 

47.76 

1.89 

1. 78 

3.03 

1. 23 

13.14 

10. 10  16. 59 

1971 . 

81.21 

29.99 

14.15 

15.84 

51. 22 

2.16 

1.67 

1.88 

1.38 

15.30 

10. 77  18. 05 

1972 . 

88.44 

31. 35 

15.64 

15.72 

57.09 

2.42 

1.80 

2.46 

1.46 

17.00 

11.89  20.07 

1973 . 

99.74 

38.01 

19.25 

18. 76 

61.73 

2.74 

l.% 

2. 41 

1.66 

18.71 

12. 85  21. 40 

1974 . 

112.40 

46.01 

22.62 

23.39 

66.39 

3. 18 

2.54 

2.00 

2.12 

20.55 

13.96  22.05 

1975 »_ . 

113.49 

48.31 

22.05 

26.27 

65. 18 

3.82 

2.54 

1.84 

2.90 

20.31 

13.09  20.67 

1976 « . 

119.68 

50.71 

22.22 

28.48 

68.98 

3.67 

2.29 

1.26 

2.82 

23.99 

34.95 

1973:  1 . 

96  19 

35.51 

17.88 

17.63 

60.68 

2.59 

2.11 

2.21 

1. 53 

18.38 

12. 34  21. 53 

II.... 

97.76 

36.58 

18.64 

17.94 

61.18 

2. 77 

1.75 

2.72 

1.62 

18.08 

12. 70  21. 55 

III... 

100.90 

38.81 

19.73 

19.08 

62.09 

2.82 

1.95 

2. 49 

1.79 

18.58 

13. 12  21. 36 

IV... 

103.74 

40.61 

20.48 

20.13 

63.12 

2.76 

2.05 

2.20 

1.73 

19.80 

13. 24  21. 35 

1974:  1 . 

107.27 

42.96 

21.43 

21.53 

64. 31 

2.80 

2. 10 

2,13 

1.63 

20.12 

13.83  21.69 

II.... 

111.40 

45. 32 

22.50 

22.82 

66.08 

3.07 

2.42 

2.21 

1.84 

20.97 

13.94  21.63 

III... 

113.99 

47.04 

23.08 

23.96 

66. 94 

3.27 

2.68 

1.84 

2.16 

20. 16 

14.01  22.84 

IV.... 

116. 22 

48.08 

23.28 

24.80 

68. 14 

3.56 

3.05 

1.81 

2.71 

20.93 

14.04  22.04 

1975:  1 . 

114.57 

49.05 

22.86 

26.20 

65. 52 

3.76 

2.39 

2.09 

2.82 

20. 28 

13. 36  20. 82 

II.... 

112.46 

48. 78 

22.59 

26. 19 

63.68 

3.78 

2.70 

1.60 

2.75 

19.52 

12.50  20.83 

III.... 

112. 16 

47.39 

21.01 

26.38 

64.76 

3.82 

2.75 

2. 12 

2.99 

19.79 

12.95  20.34 

IV»... 

114.80 

48. 16 

21.82 

26.34 

66.64 

3.93 

2.36 

1.67 

2.91 

21. 54 

34.24 

1976:  M.... 

118. 16 

49.88 

22.34 

27. 53 

68. 28 

4.00 

2.49 

1.36 

3.04 

23.62 

33. 76 

Il»... 

120.87 

51.37 

23.27 

28. 10 

69.50 

organizations.  These  figures  do  not  agree  precisely  with  the  nonresidential  fixed  investment  data  in  the  gross  national 
product  estimates,  mainly  because  those  data  inclu(<e  investment  by  farmers,  professionals,  institutions,  and  real  estate 
firms,  and  certain  outlays  charged  to  current  account. 

>  Commercial  and  other  includes  trade,  service,  construction,  finance,  and  insurance. 

*  Estimates  based  on  expected  capital  expenditures  reported  by  business  in  October-December  1975.  Includes  adjust¬ 
ments  when  necessary  for  systematic  tendencies  in  expectations  data. 

Note.— Annual  total  is  the  sum  of  unadjusted  expenditures;  it  does  not  necessarily  coincide  with  the  average  of  season¬ 
ally  adjusted  figures. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-39. — Sales  and  inventories  in  manufacturing  and  trade,  1947-15 
lAmounts  in  millions  of  doUnrs;  monthly  data  stasonally  adjustad] 


Total  manufacturing 
and  trade 

Manufacturing 

Merchant  wholesalers 

Retail  trade 

Year  or  month 

>  Monthly  avaraga  for  yaar  and  total  for  month. 

>  Saasonally  adjustad,  and  of  pariod. 

>  Invantory/salas  ratio.  For  annual  pariods,  ratio  of  waightad  avaraga  invantorias  to  avaraga  monthly  salas;  for  monthly 
data,  ratio  of  invantorias  at  and  of  month  to  salas  for  month. 

<  Manufacturing  data  prior  to  1961  not  complataly  comparable  with  later  data. 

*  Based  on  saasonally  adjusted  data  through  November. 

Note.— The  inventory  figures  in  this  table  do  not  agree  with  the  estimates  of  change  in  business  invantorias  included 
in  the  gross  national  product  since  these  figures  cover  only  manufacturing  and  trade  ratner  than  all  business,  and  show 
inventories  in  terms  of  current  book  value  witnout  adjustment  for  revaluation. 

Source:  Department  of  Commerce  (Bureau  of  economic  Analysis  and  Bureau  of  the  Census). 


SSBSfiSi  fSaiSCK 


Tabu  B-40. — Manufacturtrt'  shipments  and  inventories,  1947-75 
(Millions  of  dollars;  monthly  data  saasonally  adjustadj 


Table  B-41. — ManvfacturtTs’  luw  and  unfilUd  orders,  1947-75 
(Amounts  in  millions  of  dollars;  monthly  data  saasonally  adjustad] 


>  Monthly  avaraga  for  yaar  and  total  for  month. 

•  Saasonally  adjustad,  and  of  pariod. 

•  Ratio  of  unNIad  ordars  at  and  of  Mriod  to  shipments  for  pariod;  excludes  industries  with  no  unfilled  orders.  Annual 


•  Data  prior  to  IKl  not  completaly  comparable  with  later  data. 

•  Based  on  seasonally  adjusted  data  through  November. 

Source:  Department  of  Commerce,  Bureau  of  tha  Cansus. 
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PRICES 

Table  price  indexes  by  expenditure  classes.  1929-75 

or  urban  wage  earners  and  clerical  workers 
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Table  B— 43. — Consumer  price  indexes  by  commodity  and  service  groups,  1939-75 
For  urban  wage  earners  and  clericed  workers 
11967-100) 


Sourct:  D«partm«nt  of  Labor,  Buraau  of  Labor  Statiatica. 


Table  B— 44. — Consumer  price  indexes,  selected  commodities  and  services,  1939-75 
For  urban  wage  earners  and  clerical  workers 


..I  149.3  I  134.0  I  149.6  I  143.0  I  1S5.4  I  143.9  I  162.2  I  179.0  I  192.0  I  163.2  I  IK.S 


■  IndudM  ctrtain  itams  not  shown  saparitoly. 

>  Indudts  Iht  sorvkts  compononts  ot  apparol,  ptrsonol  cart,  rtadini  and  racraation,  and  othar  goods  and  sarvicas. 
*  Not  availaUa. 


Satirco;  Oapartmant  ol  Labor,  Buraau  ot  Labor  Statistics. 


Table  B-45. — Consimer  price  indexes,  seasonally  adjusted,  1972-75 
For  urban  wage  earners  and  clerical  workers 
|I9€7»100,  iMsonally  adjusted] 


Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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um  uzn  2SS22  n 


Tabie  B-46. — Pmtnt  changes  in  consumer  price  indexes,  major  groups,  1948-75 
IPtrCMt  chtnitl 


<  Percant  changes  for  services  ere  based  on  unadjusted  indexes  since  these  prices  have  little  seasonal  movement. 

*  Changes  from  December  to  December  are  based  on  unadjusted  Indexes. 

Note.— The  seasonally  adjusted  changes  for  the  all  items  index  are  based  on  seasonal  adjustment  fKtors  and  seasonally 
adjusted  indexes  to  two  decimal  places. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 


224 


Table  B-47. —  Wholtsal*  prut  indtxts  by  major  commodity  groups,  1929-75 
llW-lOOl  h 

_  '  .  '  t 


Table  E— 47. —  Wholesale  price  indexes  by  nugor  commodity  groups,  1929-75 — Continued 

11967  >1001 


Industrial  commodities— Continued 


Trans¬ 

portation 

Furni-  equip- 

tureand  ment:  Miscel- 

house-  Motor  laneous 

•"’W  Pf®**"*'* 

durables  PfoP"*”  and 


Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 


Table  B-48. —  Wholesale  price  indexes  by  stage  oj  processing  and  by  special  groupings,  1947-75 

11967  ==1001 


Sm  ntxl  pa|«  for  continuition  of  Ubio  and  tor  footnotos. 
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Table  B-48. — Wholtsal*  prict  indtxts  by  stage  of  processing  and  by  special  groupings,  1947-75 — 

Continued 


Spacid  groupinp 


Consumpr  ftnishad  foods 


ishod  foods  I  Inter-  Manutectured 

me-  Con-  foods 

_  diate  sumer  _ 

Pro-  mate-  fin- 

ducer  Crude  rials,  ished 

Other  fin-  mate-  sup-  foods 

non-  Dura-  ished  rials  >  plies,  exelud-  Total  Dura- 


Total  I  Foods  dura-  Me  foods 

j  Me  foods 

;  foods 


and  int 
com-  foods 
po- 

nentsi 


Note.— For  a  listini  of  the  commodities  included  in  each  sector,  see  monthly  report,  "Wholesale  Prices  and  Price 
Indexes,”  January-Fwruary  1967. 

Source:  Department  el  Labor,  Bureau  of  Labor  Statistics. 


Table  B-49. — Wholesale  price  indexes  for  related  groupings,  seasonally  adjusted,  1972-75 
[1967—100,  SMsonally  adjusttO) 


Farm  products  and 

Special  groupings 

Year  and 
month 

prKoasod  foods 
and  foods 

Intar- 

modi- 

Consumtr  finisbtd  goods 

Manufactured 

goods 

Total 

Farm 

prod- 

ueb 

Prx- 

ossod 

foods 

and 

foods 

Crude 
mate¬ 
rials  > 

mate¬ 

rials, 

sup- 

plias, 

and 

com- 

po- 

nonb> 

Pro¬ 

ducer 

fin¬ 

ished 

goods 

TobI 

Foods 

Other 

non¬ 

dura¬ 

ble 

goods 

Dura- 

Mo 

goods 

ToUl 

Dura¬ 

ble 

goods 

1972: Jan . 

116.9 

117.2 

116.7 

125.7 

116.8 

118.2 

U4.5 

117.9 

112.1 

112.5 

115.9 

119.4 

Ftb . 

Mar . 

118.2 

117.9 

118.4 

117.7 

117.7 

117.9 

125.9 

128.5 

117.1 

117.5 

118.7 

118.9 

115.1 

114.7 

119.9 

118.3 

112.1 

112.4 

112.7 

113.0 

116.4 

116.5 

120.0 

120.0 

Ap» . 

119.3 

119.8 

118.9 

127.8 

117.8 

119.3 

114.9 

118.4 

112.7 

113.1 

116.9 

120.3 

May . 

120.4 

121.7 

119.1 

129.0 

118.0 

119.4 

115.5 

119.7 

112.9 

113.0 

117.2 

120.6 

Juno.... 

119.7 

121.2 

118.8 

129.4 

118.5 

119.6 

115.9 

120.2 

113.2 

113.3 

117.6 

121.1 

July . 

122.9 

126.6 

120.4 

130.6 

119.0 

119.8 

116.8 

122.3 

113.5 

113.5 

117.8 

121.4 

Aui . 

123.1 

127.7 

120.2 

132.7 

119.4 

119.9 

117.3 

123.0 

114.0 

113.9 

118.4 

121.7 

Sept . 

124.6 

129.6 

121.8 

133.1 

119.7 

120.0 

117.7 

123.4 

114.5 

114.7 

118.7 

122.0 

Oct . 

125.4 

129.1 

122.9 

135.0 

120.3 

119.8 

117.8 

123.9 

114.9 

112.8 

119.2 

121.9 

Nov . 

128.1 

132.5 

125.2 

137.3 

120.9 

120.0 

118.7 

125.6 

115.5 

112.8 

119.7 

122.3 

Doe . 

133.3 

139.3 

129.7 

138.0 

121.3 

120.2 

119.5 

127.9 

115.7 

113.4 

121.3 

122.7 

1973:  Jan . 

136.3 

143.3 

131.7 

139.2 

121.7 

120.4 

121.0 

130.9 

115.5 

113.3 

121.8 

122.8 

Ftb . 

140.4 

147.5 

135.5 

140.9 

122.6 

121.1 

122.3 

133.2 

117.4 

113.5 

123.5 

123.6 

Mar . 

147.2 

158.1 

140.4 

141.9 

124.8 

121.7 

125.2 

138.7 

118.1 

114.4 

125.4 

125.1 

Apf . 

149.2 

161.7 

141.5 

145.1 

126.0 

122.3 

126.4 

141.0 

118.7 

115.2 

126.4 

126.2 

May . 

155.5 

170.2 

145.9 

1U.6 

127.1 

123.1 

127.2 

142.3 

119.3 

115.6 

128.0 

127.3 

Juno.... 

161.5 

178.4 

150.7 

152.2 

128.0 

123.4 

128.5 

144.7 

119.7 

115.9 

129.8 

127.5 

July . 

156.0 

172.1 

145.5 

153.8 

128.1 

123.6 

128.5 

ia.5 

120.1 

116.1 

128.6 

127.3 

Aui . 

182.9 

211.8 

164.9 

156.5 

129.0 

123.9 

133.9 

158.3 

120.7 

116.5 

133.1 

127.9 

So^ . 

173.5 

201.8 

156.3 

161.8 

130.0 

124.3 

133.2 

155.6 

121.2 

116.9 

131.5 

128.3 

Oct . 

169.7 

193.6 

154.5 

166.4 

131.3 

125.2 

133.8 

155.5 

122.8 

117.1 

132.4 

129.3 

Nov . 

168.6 

189.9 

154.8 

175.4 

133.2 

125.8 

134.9 

155.9 

124.9 

117.0 

133.5 

130.8 

Doc . 

168.8 

189.9 

155.7 

181.4 

135.9 

126.7 

135.8 

156.6 

127.2 

117.5 

135.8 

132.4 

1974:  Jan . 

176.6 

200.6 

161.1 

188.4 

138.7 

128.2 

139.6 

161.4 

130.5 

119.0 

139.0 

134.2 

Ftb . 

177.6 

200.4 

162.6 

200.7 

140.7 

129.2 

142.5 

165.7 

134.1 

119.7 

140.9 

135.0 

Mar . 

173.9 

193.5 

161.5 

211.6 

145.8 

130.9 

143.1 

162.6 

137.8 

120.9 

143.3 

137.6 

Apr . 

171.7 

187.9 

161.4 

222.1 

150.3 

132.4 

144.7 

163.3 

141.1 

121.9 

146.1 

140.5 

May . 

168.2 

180.8 

160.0 

215.0 

155.0 

135.9 

146.1 

162.9 

144.0 

123.5 

1U.9 

145.2 

Juno . 

159.3 

164.  b 

156.0 

216.6 

158.6 

138.7 

145.3 

156.7 

147.1 

125.0 

151.2 

1U.1 

July . 

172.4 

180.8 

166.9 

228.9 

163.8 

141.5 

149.6 

164.3 

150.0 

126.8 

155.6 

151.2 

Aug . 

180.9 

186.8 

177.9 

230.2 

169.1 

145.1 

151.6 

167.2 

152.5 

127.6 

161.3 

154.3 

Sopt . 

179.3 

184.4 

177.0 

23t0 

170.3 

148.0 

153.2 

168.5 

154.2 

129.6 

161.9 

156.6 

Oct . 

188.3 

193.1 

185.0 

231.5 

172.4 

152.1 

156.9 

173.3 

156.0 

133.5 

165.9 

158.9 

Nov . 

194.4 

194.0 

193.8 

230.1 

174.0 

154.4 

160.2 

180.5 

156.8 

133.9 

167.0 

160.4 

Dm . 

187.2 

186.1 

188.2 

223.7 

174.8 

155.3 

158.9 

176.6 

157.8 

134.9 

167.7 

161.3 

1975:  Jan . 

182.5 

177.9 

185.3 

219.6 

176.1 

157.2 

159.5 

175.6 

158.5 

135.2 

168.7 

162.5 

fob . 

176.5 

170.2 

180.3 

218.8 

176.1 

158.1 

158.6 

174.1 

159.0 

135.8 

168.0 

163.2 

Mar . 

172.7 

168.1 

175.7 

217.7 

176.4 

159.7 

157.7 

170.6 

158.9 

136.9 

167.5 

163.4 

Apr . 

181.0 

179.3 

181.9 

220.1 

176.8 

160.7 

159.7 

175.1 

159.3 

136.9 

168.9 

163.7 

May . 

182.1 

184.5 

180.3 

224.2 

176.5 

161.2 

161.3 

178.2 

160.1 

136.9 

169.0 

164.4 

Juno . 

179.6 

181.7 

178.1 

225.4 

176.7 

161.7 

162.4 

179.9 

161.0 

137.3 

169.8 

164.8 

July . 

187.8 

193.7 

183.9 

223.4 

177.6 

162.4 

164.7 

184.4 

162.5 

137.4 

170.5 

164.7 

Aug . 

186.4 

190.7 

184.5 

226.5 

178.8 

162.8 

164.8 

183.3 

164.6 

137.7 

171.8 

165.2 

Sopt . 

190.6 

198.9 

186.3 

232.7 

179.5 

164.0 

166.7 

186.3 

166.1 

139.0 

172.5 

166.2 

Oct . 

193.8 

203.2 

187.7 

231.1 

181.8 

166.7 

169.3 

189.4 

167.5 

141.5 

175.2 

168.5 

Nov . 

191.5 

198.0 

186.5 

227.9 

183.1 

167.7 

169.8 

188.7 

168.7 

141.9 

175.3 

169.6 

Doc . 

186.7 

196.4 

181.0 

233.8 

184.3 

168.0 

168.7 

186.3 

169.9 

141.8 

175.6 

170.4 

■  Eicludas  crudt  foodstuffs  and  foodstuffs,  plant  and  animal  fibors,  oilsoods,  and  loaf  tobacco. 
>  Excludes  Intormodiata  matarials  for  food  manufacturing  and  manufactured  animal  foods. 

Source;  Oopartmont  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-50. — Prrctnt  changes  in  u  holesaU  price  indexes,  major  groups,  1948-75 


|Perc«n(  chang«| 


Year  or  month 

All 

1  commodities 

Industrial 

1  commodities 

i 

Farm  products 
and  processed 
foods  and  feeds 

!  Consumer  finished  g( 

Total  1  Foods 

mds 

All  except  foods 

Dec. 

1 

Year 

Dec. 

1 

Year 

Der. 

Year 

!  Dec. 

'  Year 

Dec. 

Year 

Dec. 

1  Year 

to 

to 

;  to 

to 

to 

to 

1  to 

1  to 

to 

to 

to 

to 

Dec> 

year 

Dec.i 

year 

Dec.’ 

year 

Dec.' 

year 

Dec.’ 

year 

Dec.’ 

year 

1948 . 

1.5 

8.2 

5.0 

8.6 

-6.8 

7.6 

!  *-2 

7.5 

-2.4 

9.2 

4.C 

6.3 

1949 . 

-6.1 

-5.0 

-5.0 

-2.1 

-8.9 

-11.7 

1  -5.6 

-4.6 

-7.4 

-8.1 

-4.5 

-2.1 

1950 . 

14.7 

3.9 

14.0 

3.6 

17.0 

4.8 

10.2 

1.7 

13.3 

1.9 

8.2 

1.6 

1951 . 

1.2 

11.4 

.4 

10.4 

3.5 

13.8 

2.7 

9.4 

5.3 

12.4 

.9 

7.2 

1952 . 

-3.4 

-2.7 

-1.4 

-2.3 

-8.2 

-3.9 

-3.1 

-1.2 

-5.9 

-.9 

-1.1 

-1.3 

1953 . 

.5 

-1.4 

1.4 

.8 

-2.3 

-6.5 

-.1 

-1.7 

-2.2 

-5.2 

1.6 

.9 

1954 . 

-.6 

.2 

.2 

.2 

-2.6 

-.3 

-.6 

-.1 

-1.9 

-.8 

.3 

.3 

1955 . 

1.6 

.2 

4.3 

2.2 

-6.4 

-4.7 

-.  1 

-.7 

-2.9 

-2.5 

1.7 

.8 

1956 . 

4.5 

3.3 

4  2 

4.5 

6.0 

-.7 

3.1 

1.5 

3.6 

-.2 

2.5 

2.4 

1957 . 

2.0 

2.9 

1. 1 

2.8 

4.2 

3.4 

;  3.0 

2.9 

5.3 

3.5 

1.7 

2.5 

1958 . 

.5 

1.4 

.9 

.3 

-.2 

4.7 

1  .2 

2.2 

.4 

5.8 

.2 

.1 

1959 . 

-.3 

.2 

1.2 

1.8 

-4.4 

-4.7 

-.7 

-.8 

-3.7 

-4.7 

.8 

1.3 

1960 . 

.5 

.1 

-.6 

0 

3.9 

.2 

2.1 

1.0 

5.2 

2.2 

.4 

.4 

1961 . 

-.2 

-.4 

-.1 

-.5 

-.6 

0 

-.8 

-.2 

-1.8 

-.4 

-.3 

-.1 

1962 . 

0 

.3 

-.2 

0 

.6 

1.1 

.1 

.3 

.5 

.9 

-.1 

-.2 

1963 . 

-.1 

-.3 

.5 

-.1 

-2.1 

-1.0 

-.4 

-.5 

-1.3 

-1.2 

.1 

0 

1964 . 

.4 

.2 

.6 

.5 

0 

-.6 

.2 

.2 

.4 

.5 

.1 

-.1 

1965 . 

3.4 

2.0 

1.4 

1.3 

9.5 

4.2 

4.0 

1.9 

9.1 

3.8 

.9 

.7 

1966 . 

1.7 

3.3 

2.2 

2.2 

.2 

6.6 

1.6 

3.4 

1.4 

6.5 

1.7 

1.6 

1967 . 

1.0 

.2 

1.9 

1.5 

-1.8 

-3.4 

1.2 

.6 

-.4 

-1.6 

2.1 

1.9 

1968 . 

2.8 

2.5 

2.7 

2.5 

3.5 

2.4 

3.1 

2.7 

4.8 

3.7 

2.0 

2.1 

1969 . 

4.8 

3.9 

3.9 

3.4 

7.5 

5.5 

4.9 

3.7 

8.2 

6.1 

2.9 

2.4 

1970 . 

2.2 

3.7 

3.6 

3.8 

-1.4 

3.4 

1.4 

3.2 

-1.5 

3.2 

3.9 

3.0 

1971 . 

4.0 

3.2 

3.2 

3.6 

6.0 

1.9 

3.3 

2.5 

5.9 

1.5 

1.8 

3.2 

1972 . 

6.5 

4.6 

3.6 

3.4 

14.4 

7.6 

4.5 

3.5 

8.P 

5.6 

2.2 

2.1 

1973 . 

15.4 

13.1 

10.7 

6.8 

26.7 

30.0 

13.6 

lb.  8 

22.5 

20.3 

7.4 

4.5 

1974 . 

20.9 

18.9 

25.6 

22.2 

11.0 

11.5 

17.1 

15.6 

13.0 

14.0 

20.5 

16.9 

1975 . 

4.2 

9.2 

6.0 

11.5 

-.3 

3.8  1 

6.2 

9.6 

5.5 

8.4 

6.7 

10.5 

Change  from  preceding  month 

Sea- 

Sea- 

Sea- 

Sea- 

Sea- 

Sea- 

Unad- 

sonally 

Unad- 

sonally 

Unad- 

sonally 

Unad- 

sonally 

Unad- 

sonally 

Unad- 

sonally 

justed 

ad- 

justed 

ad- 

justed 

ad- 

justed 

ad- 

justed 

ad- 

justed 

ad- 

justed 

justed 

justed 

justed 

justed 

justed 

1974:  Jan . 

3.4 

2.9 

2.3 

2.0 

5.8 

4.6 

3.2 

2.8 

4.5 

3.1 

2.0 

1.9 

Feb . 

2.0 

1.4 

2.1 

2.0 

1.6 

.6 

2.4 

2.1 

2.6 

2.7 

2.2 

2.1 

Mar . 

1.3 

1.3 

3.0 

2.8 

-2.4 

-2.1 

.4 

.4 

-1.4j 

-1.9 

2.0 

2.0 

Apr . 

.9 

1.4 

2.9 

2.6 

-3.7 

-1.3 

.6 

1.1 

-.9 

.4 

1.9 

1.8 

May . 

1.5 

1.2 

2.7 

2.5 

-1.3 

-2.0 

.9 

1.0 

-.4 

-.2 

1.9 

1.9 

June.... 

.5 

.0 

2.1 

2.2 

-3.4 

-5.3 

-.4 

-.5 

-3.3 

-3.8 

1.9 

1.8 

July . 

3.9 

3.9 

2.7 

2.9 

6.8 

8.2 

3.1 

3.0 

4.8 

4.9 

1.8 

1.8 

Aui . 

3.5 

3.7 

2.^ 

2.5 

6.2 

4.9 

1.5 

1.3 

1.9 

1.8 

1.1 

1.4 

Sept.... 

-.1 

-.0 

.8 

1.0 

-2.3 

-.9 

.7 

1.1 

.6 

.8 

.8 

1.3 

Oct . 

1.8 

2.9 

1.2 

1.5 

3.4 

5.0 

1.8 

2.4 

1.6 

2.8 

1.9 

1.8 

Nov . 

1.0 

1.4 

.6 

.8 

2.1 

3.2 

1.7 

2.1 

3.5 

4.2 

•Ll 

.3 

Dec . 

-.2 

-.9 

.2 

.4 

-1.3 

-3.7 

.1 

-.8 

-.8 

-2.2 

.7 

.7 

1975:  Jan . 

•?J 

-.2 

.8 

.5 

-1.4 

-2.5 

.7 

.4 

.6 

-.6 

.7 

.6 

Feb . 

-.3 

-.8 

.5 

.4 

-2.3 

-3.3 

-.3 

-.6 

-.8 

-.9 

.3 

.1 

Mar . 

-.5 

-.5 

.3 

.1 

-2.6 

-2.2 

-.6 

-.6 

-1.7 

-2.0 

.3 

.2 

Apr . 

1.0 

1.5 

.5 

.1 

2.2 

4.8 

.8 

1.3 

1.3 

2.6 

.3 

.2 

May . 

•6j 

.4 

.4 

.2 

1.3 

.6 

.9 

1.0 

1.6 

1.8 

.3 

.3 

June.... 

.3 

-.1 

.2 

.4 

.6 

-1.4 

.9 

.7 

1.5 

1.0 

.6 

.5 

July . 

1.2 

1.2 

.3 

.4 

3.2 

4.6 

1.5 

1.4 

2.5 

2.5 

.6 

.6 

Aug . 

.6 

.8 

.6 

.6 

.4 

-.7 

.2 

.1 

-.5 

-.6 

.8 

1.0 

Sept.... 

.6 

.6 

.5 

.7 

.7 

2.3 

.8 

1.2 

1.4 

1.6 

.5 

l.b 

Oct..... 

.7 

1.8 

.9 

1.2 

.1 

1.7 

1.0 

1.6 

.4 

1.7 

1.3 

1.2 

Nov . 

-.4 

.0 

.4 

.6 

-2.3 

-1.2 

-.1 

.3 

-1.0 

-.4 

.5 

.5 

Dec . 

.3 

.4 

.6 

-.1 

-2.5 

.2 

-.6 

.1 

-1.3 

.4 

.3 

Table  ^-b2.— Commercial  bank  loans  and  investments,  1930-75 
(Billions  ol  dollars] 


End  of  yaar 
or  month  > 


■  Data  are  tor  last  Wednesday  of  month  or  year  (except  June  30  and  December  31  call  dates). 

<  Adjusted  to  exclude  all  interbank  loans  befinning  19U  and  domestic  bank  loans  only  beginning  January  1959. 

'  Beginning  January  1959,  loans  and  investments  are  reported  gross,  without  valuation  reserves  deducted,  rather  than 
net  of  valuation  reserves,  as  in  earlier  periods. 

*  Effective  June  1966,  balances  aaumulated  for  payment  ol  personal  loans  (about  $1.1  billion)  are  excluded  from  loans 
at  all  commercial  banks,  and  certain  certificates  of  CCC  and  Export-Import  Bank  totaling  about  $1  billion  are  included  in 
other  securities  rather  than  in  loans. 

a  Beginning  June  1969,  data  include  all  bank-premises  subsidiaries  and  other  significant  majority-owned  domestic 
subsidiaries;  earlier  data  include  commercial  banks  only. 

'  Beginning  June  1971,  Farmers  Home  Administration  insured  notes  totaling  about  $0.7  billion  are  classified  as  other 
securities  rather  than  as  loans. 

’  Beginning  June  1972,  commercial  and  industrial  loans  were  reduced  by  about  $0.4  billion  due  to  loan  reclassiFications 
at  one  large  bank. 

'  Beginning  June  1974,  the  merger  of  a  large  mutual  savings  bank  and  a  nonmember  commercial  bank  increased  total 
loans  and  investments  by  $0.6  billion,  loans  by  $0.5  billion,  and  other  securities  by  $0.1  billion. 

Beginning  November  1974,  the  liquidation  of  one  large  bank  reduced  total  loans  and  investments  by  $1.5  billion,  total 
loans  by  $1  0  billion,  commercial  and  industrial  loans  by  $0.6  billion,  and  other  SKurities  by  $0.5  billion.  In  addition,  com¬ 
mercial  and  industrial  loans  were  increased  by  $0.1  billion  due  to  loan  reclassifications  at  one  large  bank. 

'  Beginning  August  1974,  reflects  new  definition  of  affiliates  included  and  different  group  of  reporting  banks.  Amount  of 
total  loans  sold  was  reduced  by  $0.1  billion. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System. 
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Table  B-53. — Total  funds  raistd  in  credit  markets  by  nonfinaneial  sectors,  1967-75 


IBiHiom  of  dolUrs) 


Itom 


Totil  funds  raisod . 

U.S.  Govtrnmont . 

Pubfie  dobt  sKuritios . 

Agtncy  issuos  and  mortgages . 

Foreign . 

Corporate  equities . 

Debt  instruments . 

Private  domestic  nonfinaneial  sectors . 

Corporate  equities . 

Oeot  instrumenb. . 

Debt  capital  instrumenb . 

State  and  local  government  oMi* 

gations . 

Corporate  bonds . 

Mortgages . 

Home . 

Multi-tamily  residential . 

Commercial . 

Farm . 

Other  debt  instrumenb . 

Consumer  credit . 

Bank  loans  n.e.c . 

Open-market  paper . 

Other . 

By  borrowing  sector:  TobI . 

Sbte  and  local  governments . 

Households . 

Nonfinaneial  business.. . 

Farm . 

Nonfarm  noncorporate . 

Corporate . 

TobI  funds  advanced  to  nonfinaneial  sectors . 

Financed  directly  or  indirectly  by: 

Private  domestic  nonfinaneial  sectors . 

Oeposib . 

Demand  deposits  and  currency.. 

Time  and  saving  accounts . 

At  commercial  banks . 

At  savings  institutions . 

Credit  market  instrumenb,  net . 

U.S.  Government  securities . 

Private  credit  market  instru¬ 
ments . 

Corporate  ^uities . 

Less  security  debt . 

Other  sources: 

Foreign  funds . 

At  banks . 

Direct . 

Change  in  U.S.  Government  cash 

balance . 

U.S.  Government  loans.. . 

Private  insurance  and  pension  re¬ 
serves.. . 

Other . 


1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

82.4 

95.9 

91.8 

98.2 

147.4 

169.4 

187.4 

180.1 

13.0 

114 

-16 

12.8 

25.5 

17.3 

9.7 

12.0 

19 

10.3 

-1.3 

12.9 

210 

13.9 

7.7 

12.0 

4.1 

11 

-2.4 

-.1 

-.5 

3.4 

2.0 

.0 

4.0 

2.8 

17 

2.7 

4.6 

4.3 

7.5 

15.4 

.1 

.2 

.5 

.1 

.0 

-.4 

-.2 

-.3 

4.0 

2.7 

12 

2.7 

4.6 

4.7 

7.7 

15.7 

65.4 

79.7 

91.8 

82.7 

117.3 

147.8 

170.1 

152.7 

2.4 

-.2 

14 

5.7 

11.4 

10.9 

7.4 

4.1 

63.0 

79.9 

88.4 

77.0 

105.8 

136.9 

162.7 

148.6 

44.5 

49.5 

49.6 

517 

83.2 

93.8 

96.1 

92.9 

7.8 

9.5 

9.9 

11.2 

17.6 

14.4 

13.7 

17.4 

14.7 

12.9 

12.0 

19.8 

18.8 

12.2 

9.2 

19.7 

22.0 

27.1 

27.7 

25.7 

46.9 

67.3 

73.2 

55.9 

11.5 

15.1 

15.7 

12.8 

211 

39.6 

43.3 

31.7 

3.6 

14 

4.7 

5.8 

8.8 

10.3 

8.4 

7.8 

4.7 

14 

5.3 

5.3 

10.0 

14.8 

17.0 

11.5 

2.3 

2.2 

1.9 

1.8 

2.0 

2.6 

4.4 

4.9 

115 

30.4 

38.8 

20.3 

22.6 

43.0 

66.6 

55.6 

4.5 

110 

10.4 

10 

11.2 

19.2 

22.9 

9.6 

9.8 

116 

15.5 

17 

7.8 

18.9 

35.8 

27.3 

1.7 

1.8 

10 

10 

-1.2 

-.5 

-.4 

6.6 

2.6 

5.0 

9.9 

4.6 

4.8 

5.5 

8.3 

12.1 

65.4 

79.7 

91.8 

82.7 

117.3 

147.8 

170.1 

152.7 

7.9 

9.8 

10.7 

11.3 

17.8 

14.2 

12.3 

16.6 

19.3 

30.0 

31.7 

214 

39.8 

63.1 

72.8 

44.0 

38.1 

39.9 

49.4 

48.0 

59.6 

70.5 

85.1 

92.1 

3.6 

2.8 

12 

12 

4.1 

4.9 

8.6 

7.8 

5.0 

5.6 

7.4 

5.3 

8.7 

10.4 

9.3 

7.2 

29.6 

31.5 

38.9 

39.5 

46.8 

55.3 

67.2 

77.1 

82.4 

95.9 

91.8 

98.2 

147.4 

169.4 

187.4 

180.1 

50.5 

61.4 

47.7 

63.3 

83.1 

105.8 

124.3 

111.3 

52.1 

48.3 

5.4 

66.6 

93.7 

101.9 

88.8 

78.8 

12.8 

14.5 

7.7 

10.5 

12.7 

16.7 

12.6 

6.8 

39.3 

319 

-2.3 

56.1 

81.0 

85.2 

76.3 

71.9 

22.6 

21.0 

-10.3 

39.2 

40.6 

39.3 

48.1 

50.2 

16.7 

12.9 

10 

119 

40.4 

45.9 

28.2 

21.8 

-1.5 

110 

42.3 

-14 

-10.6 

3.8 

35.5 

32.6 

-1.4 

11 

17.0 

-9.0 

-14.0 

1.6 

18.8 

18.1 

5.7 

12.3 

27.5 

15 

10.7 

12.1 

20.5 

13.7 

-4.3 

-15 

-18 

-1.7 

-5.3 

-5.4 

-8.2 

-1.0 

1.5 

.8 

-1.6 

-.9 

2.1 

4.5 

-4.4 

-1.8 

4.9 

5.1 

10.6 

2.4 

23.9 

15.8 

10.1 

25.7 

2.3 

2.6 

9.3 

-8.5 

-3.2 

5.2 

6.5 

13.6 

2.7 

2.5 

1.3 

10.9 

27.2 

10.6 

3.6 

12.1 

1.2 

-1.1 

.4 

2.8 

3.2 

-.3 

-1.7 

-4.6 

4.6 

4.9 

2.9 

2.8 

3.2 

2.6 

3.0 

7.4 

112 

118 

19.7 

21.8 

24.8 

27.1 

29.5 

36.1 

3.0 

19 

10.6 

5.1 

9.1 

18.4 

22.1 

4.2 

See  footnotes  at  end  of  bble. 


Table  B-53. — Tot^  funds  raised  in  crtdit  markets  by  not^inancial  ttctors,  1967— 7S — Continued 

(BtlllOM  of  dollani 


Item 

I97S  unadjusted 
quarterly  flows 

1975  seasonally 
adjusted  annual  rates 

1 

II 

III 

1 

II 

III 

H  1 

50.1 

52.6 

167.4 

203.3 

211.2 

! 

16.6 

23.7 

72.4 

95.8 

91.1 

Public  debt  socuritios . 

B  \ 

16.7 

23.8 

74.4 

96.2 

91.2 

Agency  issues  end  mortgages . 

■■  i 

-.1 

.0 

-2.0 

-.4 

-.1 

Foreign . 

1.8 

3.0 

3.3 

7.7 

11.4 

14.5 

Corporate  equities . 

.1 

1.8 

.0 

.0 

.2 

.1 

.0 

Debt  instruments . . . 

3.0 

3.3 

7.4 

11.3 

14.4 

Private  domestic  nonfinancial  sectors . 

11.5 

305 

25.5 

87.4 

96.0 

105.6 

Corporate  equities . 

1.9 

3.2 

2.0 

7.7 

12.9 

8.1 

Debt  instruments . 

9.5 

27.3 

23.5 

79.6 

83.1 

97.5 

Debt  capital  instruments . 

21.6 

27.7 

24.4 

98.7 

104.4 

88.8 

State  and  local  government  obligations . 

n  ; 

5.0 

3.8 

14.0 

20.1 

14.5 

Corporate  bonds . 

8.3 

5.3 

40.1 

30.5 

21.2 

Mortgages . 

14.5 

15.3 

44.5 

53.8 

53.2 

Homt . 

10.5 

11.1 

30.5 

39.5 

37.4 

Multi-family . . . 

^■1 

1.1 

1.5 

5.9 

3.6 

6.1 

Commercial . 

1.5 

1.6 

3.4 

6.1 

5.6 

Farm . 

1.2 

1.3 

1.0 

4.6 

4.6 

4.0 

Other  debt  instruments . 

-12.1 

-.5 

-.9 

-19.1 

-21.3 

8.7 

Consumer  credit . 

EH 

1.8 

4.0 

-3.3 

2.1 

11.8 

Bank  loans  n.e.c. . 

Ell 

-.6 

-5.4 

-21.7 

-18.9 

-10.8 

Open-market  paper . 

Other . 

1.7 

-2.6 

.2 

3.5 

-6.3 

-.3 

1.6 

.9 

.3 

2.4 

2.0 

8.0 

By  borrowing  sector:  Total . 

11.5 

30.5 

25.5 

87.4 

96.0 

105.6 

State  and  local  governments . 

n : 

4.2 

3.4 

12.6 

17.0 

12.7 

Households . 

^ett 

13.3 

40.5 

44.8 

Nonfinancial  business . 

13.0 

34.2 

34.2 

Farm _ _ _ _ _ _ _ 

^■1: 

2.2 

6.6 

5.2 

mSM 

Nonfarm  noncorporate . 

.5 

■o 

.5 

-.2 

Corporate . 

Ki  1 

10.3 

6.6 

27.2 

29.3 

29.8 

Total  funds  advanced  to  nonfinancial  sectors . 

32.6 

50.1 

52.6 

167.4 

203.3 

211.2 

Financed  directly  or  indirectly  by: 

Private  domestic  nonfinancial  sectors . 

14.6 

40.2 

25.5 

103.8 

157.0 

117.0 

Deposits . 

9.7 

39.4 

10.5 

83.4 

144.0 

66.2 

Demand  deposits  and  currency . 

-16.8 

17.7 

-5.9 

-6.4 

49.6 

-1.0 

Time  and  savings  accounts . 

26.5 

21.6 

16.4 

89.8 

94.4 

67.1 

At  commercial  banks . 

8.9 

3.2 

5.2 

23.5 

22.7 

15.7 

At  savings  institutions . 

17.6 

18.4 

11.2 

66.3 

71.7 

51.5 

Credit  market  instruments,  net . 

4.9 

.8 

15.0 

20.4 

13.0 

50.8 

U.S.  Government  securities . 

-4.0 

-.2 

11.5 

-15.2 

9.1 

Private  credit  market  instruments . 

7.9 

2.6 

2.8 

37.8 

9.9 

Corporate  equities . 

l.lj 

.0 

.4 

-2.1 

.6 

■eU 

Less  security  debt . . 

.0 

1.7 

-.2 

.1 

-1.0 

Other  sources: 

Foreign  funds . 

At  banks . 

2.5 

.9 

2.5 

10.6 

5.4 

-3.3 

-.5 

1.4 

-11.4 

-3.3 

7.0 

Direct . 

5.8 

1.4 

1.1 

22.0 

Wm 

-1.6 

Change  in  U.S.  Government  cash  balance . 

U.S.  Government  loans . 

-.1 

1.3 

1.7 

7.1 

Eli 

1^9 

4.5 

1.1 

3.4 

18.8 

EH 

13.5 

Private  insurance  and  pension  reservos . . . 

8.9 

9.9 

9.9 

35.0 

39.2 

Other . 

2.1 

-3.3 

9.5 

-8.0 

H 

23.2 

Seuico;  Boord  of  Govomon  of  tho  Fodorol  Rtsotvo  Systom. 
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Table  B-54. — Fritat*  liquid  ayiet  holdings,  nonfinancial  investors,  1959-75 
[Avtraits  of  daily  fifuras;  biUiona  of  dollars,  saasonaily  adjustad) 


I  Monay  stock  eomponants  (saa  TsMa  B-51)  aftar  daductina  foralgn  holdinfs  and  holdinis  by  domastk  financial  instita- 
tions.  Tha  thraa  columns  add  to  Mi  hold  by  domastk  nonfinancial  sactors. 

>  As  puMishad  in  monay  stock  statistks. 

•  Sorias  E  and  H  savinp  bonds  bald  by  individuals. 

4  Short-tarm  markatabla  U.S.  Govarnmantsacuritias  axdudingoffic'al,  foraifn,  and  financial  institution  holdinis. 

•  Cartificatas  ovar  $100,000  at  waakly  roportini  banks,  axcapt  foraifn  holdinis. 

•  Opan-markat  papar  hold  outsida  banks  and  othar  financial  institutions. 

Sourca:  Board  of  Govarnora  of  tha  Fadaral  Rasarva  Systam. 
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Table  'B-bb.— Federal  Reserve  Bank  credit  and  member  bank  reserves,  1929-75 
|Av«rat*s  of  daily  fifurts;  millions  of  dollarsi 


Resarve  Bank  credit  outstanding 


Msmber  bank  reserves 


1970:  Dec.. 
1971:  Dec... 
1972:  Doc... 
1973:  Doc... 
1974:  Doc.. 
1975:  Doc  > . 

1974;  Jan... 
Fab... 
Mar.. 
Apr... 
May.. 
Juna.. 


1975:  Jan.. 
Fab.. 
Mar.. 
Apr.. 
May.. 
Juno. 


Total 

Govern¬ 
ment  se¬ 
curities 

borrowings 

Total  1  Seasonal 

Other, 

mainly 

float 

Total 

Re¬ 

quired 

Escess 

1,643 

446 

801 

396 

2,395 

2,347 

a 

2,669 

2,432 

95 

142 

2,588 

■1,822 

■  766 

2,612 

2,510 

3 

99 

11,473 

6,462 

5,011 

2,305 

2,188 

3 

114 

14,049 

7,403 

6,646 

2,404 

2,219 

5 

180 

12,812 

9. 422 

3,390 

6,035 

5,549 

4 

482 

13,152 

10.  776 

2,376 

11,914 

11,166 

90 

658 

12. 749 

11,701 

1,048 

19,612 

18,693 

265 

654 

14,168 

12,884 

1, 284 

24,  744 

23,708 

334 

702 

16,027 

14,536 

1,491 

24,746 

23,767 

157 

822 

16. 517 

IS.  617 

900 

22,858 

21,905 

224 

729 

17. 261 

16. 275 

986 

23,978 

23,002 

134 

842 

19,990 

19. 193 

797 

19,012 

18. 287 

118 

607 

16. 291 

15,488 

803 

21,606 

20,345 

142 

1,119 

17,391 

16.  364 

027 

25,446 

23,409 

657 

1,380 

20,310 

19,484 

826 

27,299 

24,400 

1,593 

1,306 

21,180 

20, 457 

723 

27, 107 

25,639 

441 

1,027 

19,920 

19,227 

693 

26,317 

24,917 

246 

1,154 

19,279 

18. 576 

703 

26,853 

24,602 

839 

1,412 

19,240 

18,646 

594 

27,156 

24. 765 

688 

1,703 

19,535 

18,883 

652 

26,186 

23,982 

710 

1,494 

19,420 

18. 843 

577 

28,412 

26.312 

557 

1,543 

18,899 

18. 383 

516 

29. 435 

27,036 

906 

1,493 

1 18. 932 

18,450 

482 

29,060 

27.248 

87 

1,725 

19,283 

18, 527 

756 

31,217 

29,098 

149 

1,970 

20,118 

19.  550 

568 

33, 218 

30,546 

304 

2,368 

20,040 

19,468 

572 

36,610 

33. 729 

327 

2, 554 

20,746 

20,210 

536 

39,873 

37,126 

243 

2,504 

21,609 

21,198 

411 

43,853 

40,885 

454 

2,514 

22,719 

22. 267 

452 

46,864 

43,760 

557 

2,547 

23,830 

23. 438 

392 

51,268 

48,891 

238 

2,139 

25,260 

24,915 

345 

56,610 

52,529 

765 

3. 316 

27,221 

26,766 

455 

64. 100 

57,500 

1,086 

5. 514 

28. 031 

27. 774 

257 

66. 708 

61,688 

321 

4,699 

29.  265 

28,993 

272 

74, 255 

69,158 

107 

4,990 

31,329 

31,164 

165 

76. 851 

71.094 

1,049 

4,708 

•31,353 

31.134 

>219 

85,642 

79,701 

1,298 

41 

4,643 

>35.068 

34,806 

>262 

93,967 

86,679 

703 

32 

6,585 

>36,941 

36,602 

>339 

99,630 

92, 108 

129 

14 

7,393 

>34,968 

34, 728 

>240 

86,568 

80. 793 

1,044 

18 

4, 731 

36,655 

36,419 

236 

85,493 

80,801 

1,186 

17 

3,506 

35,242 

35,053 

189 

84. 943 

80,686 

1,352 

32 

2,905 

34.966 

34. 790 

176 

86,907 

81,567 

1,714 

50 

3,626 

35,929 

35. 771 

158 

89,405 

83,434 

2,580 

102 

3,391 

36,  519 

36.  325 

194 

89. 254 

82. 812 

3,000 

130 

3,442 

36,390 

36,259 

131 

91. 554 

84. 313 

3,308 

149 

3,933 

37,338 

37, 161 

177 

91,367 

84,493 

3. 351 

165 

3,523 

37,029 

36,851 

178 

91,617 

84,384 

3,287 

139 

3,946 

37,076 

36,885 

191 

90,971 

83. 735 

1,793 

117 

5,443 

36,796 

36. 70S 

91 

91,302 

84,052 

1,285 

67 

5,965 

36.8>7 

36. 579 

258 

93,967 

86,679 

703 

32 

6,585 

36,941 

36,602 

339 

93,002 

86,039 

390 

13 

6,573 

37. 492 

37,556 

-64 

91,168 

84.  744 

147 

10 

6. 277 

35,565 

35.  333 

232 

90,819 

84, 847 

106 

7 

5,866 

34,779 

34.  513 

266 

93. 214 

87,080 

no 

7 

6,024 

35,134 

35,014 

120 

97, 845 

91,918 

60 

9 

5,867 

34.492 

34,493 

-1 

95, 119 

88,912 

271 

11 

5,936 

34.976 

34, 428 

548 

94, 144 

88,166 

261 

17 

5,717 

34,655 

34,687 

-32 

92,395 

86,829 

211 

38 

5,355 

34,482 

34,265 

217 

95, 277 

89. 191 

396 

61 

5,690 

34.646 

34. 447 

199 

96,931 

90,476 

191 

65 

6,264 

34,  567 

34. 411 

156 

97. 817 

90,934 

61 

28 

6,822 

34,571 

34,281 

290 

99,630 

92,108 

129 

14 

7,393 

>34,968 

34,  728 

>240 

>  Data  aro  lor  licansod  banks  only. 

*  Bofinninf  Oocombor  1959,  total  rosorvos  hold  includo  vault  cash  allowod. 

*  Boginning  Novombor  1972,  includas  $450  million  ol  resorvo  doficiancios  on  which  Fodaral  Rosarva  Banks  wora  allowod 
to  waivo  ponaltias  for  a  transition  patiod  in  connaction  with  bank  adaptation  to  Ragulation  J  as  amandod  alfoctivo  Novom¬ 
bor  9,  1972.  Boginning  1973,  allowablo  dohcioncios  included  ate  (beginning  with  first  statamant  waok  of  quarter):  first 
quarter,  3279  million;  second  quarter,  $17?  million;  third  quarter,  $112  million;  fourth  quarter,  $84  million.  Baginning 
1974  allowablo  dehclencias  included  are:  first  quarter,  $67  million  and  second  quarter,  $58  million.  Transition  period 
ended  aNor  second  quarter  1974. 

r  Includes  $1  million  of  reserve  deficiencies  on  which  penalties  were  waived  in  accordance  with  Regulation  D  change 
effective  November  19, 1975. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System. 


Tablz  B~56. — Aggrtgat*  reserMs  and  member  bank  deposits,  1959-76 
|Av«ri|ts  of  doily  fituros;  ■  billioni  of  dollars,  soasonally  adjustodi 


1974:  Jan. 
Fab 
Mar 
Apr 
May 
JuiH 


>  Except  as  notod  in  footnote  S. 

>  Momtior  bank  rasarvos  sarias  raflacts  actual  raMrva  raquiramant  porcantafas  with  no  adjustmant  to  aliminata  tha 
aflact  of  chanfas  in  Rafulations  0  and  M. 

*  Rasarvas  availabla  to  support  privata  nonbank  daposits  ara  dafinad  as  (1)  raquirad  rasarvas  tor  (a)  privata  damand 
daposits,  A)  total  tima  and  savinis  daposits,  and  (c)  nondaposit  sourcas  subjact  to  rasarva  raquiramants  and  (2)  axcass 
rasarvas.  This  sarias  axcludas  raquirad  rasarvas  lor  not  intarbank  and  U.S.  Govarnmant  damand  daposits. 

*  Daposits  subjact  to  rasarva  raquiramants  includa  total  tima  and  savinis  daposits  and  not  damand  daposits  as  dafinad 
by  Rafulation  D.  Privata  damand  daposits  includa  all  damand  daposits  axcapt  thosa  dua  to  tha  U.S.  Govarnmant  lass 
cash  items  in  process  of  collaction  and  damand  balances  dua  from  domestic  commercial  banks. 


institutions  (data  relata  to  Wednesday  fiiuras),  and  certain  other  nondaposit  items.  This  sarias  for  daposits  is  rafarrad  to 
IS  “the  adjusted  bank  credit  proxy. 

Source:  Board  of  Governors  of  tha  Federal  Rasarva  System. 
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Ymf  or  month 


1973:  Jon.. 
Feb.. 
Mar.. 
Apr.. 
May.. 
June. 

July.. 

Aug.. 

Sept.. 

Oct... 

Nov.. 

Dec.. 

1974:  Jan.. 
Feb.. 
Mar.. 
Apr.. 
May.. 
June. 

July.. 

Aug.. 

Sept.. 

Oct... 

Nov.. 

Dec.. 

1975:  Jan.. 
Feb.. 
Mar.. 
Apr.. 
May.. 
June. 

July.. 

Aug.. 

Sept. 

Oct.. 

Nov.. 

Dec.. 


Table  B-57. — Bond  yields  and  interest  rates,  1929-75 — Continued 


[Percent  per  annum) 


U.S.  Government  securities 

Corporate 

bonds 

(Moody's) 

High- 

grade 

munic¬ 
ipal 
bonds 
(Stand¬ 
ard  & 
Poor's) 

Average 

rate  on 
short¬ 
term 
bank 
loans 
to  busi¬ 
ness- 
selected 
cities 

Prime 

com¬ 

mer¬ 

cial 

paper, 

4-6 

months 

Dis¬ 
count 
rate. 
Federal 
Reserve 
Bank 
of  New 
York* 

Federal 

funds 

rate* 

3-monih 

Treas¬ 

ury 

bills! 

3-5 

year 

issues  * 

Baa 

5.307 

6.29 

5.94 

7.15 

7.90 

5.05 

5.78 

4H-5 

5.94 

5.558 

6.61 

6.14 

7.22 

7.97 

5.12 

6.52 

5  -5H 

6.58 

6.054 

6.85 

6.20 

7.29 

8.03 

5.30 

5H-5H 

7.09 

6.289 

6.74 

6.11 

7.26 

8.09 

5.16 

7.12 

6.348 

6.78 

6.22 

7.29 

8.06 

5.12 

7.84 

7. 188 

6.76 

6.32 

7.37 

8.13 

5.15 

6 

8.49 

8.015 

7.49 

6.53 

7.45 

8.24 

5.39 

pm 

9. 18 

6H-1 

10.40 

8.672 

7.75 

6.81 

7.68 

8.53 

5.47 

9.24 

7  -1H 

10.50 

8.478 

7. 16 

6.42 

7.63 

8.63 

5.11 

m-m 

10.78 

7.155 

6.81 

6.26 

7.60 

8.41 

5.05 

10.01 

7.866 

6.96 

6. 31 

7.67 

8.42 

5.17 

10.08 

10.03 

7.364 

6.80 

6. 35 

7.68 

8.48 

5.12 

9.08 

VA  VA 

9.95 

7.755 

6.94 

6.56 

7.83 

8.58 

8.66 

9.65 

7.060 

6.77 

6.54 

7.85 

8.59 

9.91 

nirm 

8.97 

7.986 

7.33 

6. 81 

8.01 

8.65 

VAl'A 

9.35 

8.229 

7.99 

7.04 

8.25 

8.88 

7K8 

10.51 

8. 430 

8.24 

7.07 

8.37 

9.10 

5.96 

11.15 

8  -8 

11. 31 

8.145 

8.14 

7.03 

8.47 

9.34 

6.08 

10.96 

8  -8 

11.93 

7.752 

8.39 

7.18 

8.72 

9.55 

6.54 

11.72 

8  -8 

12.92 

8.744 

8.64 

7.33 

9.00 

9. 77 

6.58 

12.40 

8  -8 

12.01 

8.363 

8.38 

7.30 

9.24 

10. 12 

6.65 

8  -8 

11.34 

7.244 

7.98 

7.22 

9.27 

10. 41 

6.46 

8  -8 

10.06 

7.585 

7.65 

6.93 

8.90 

10.50 

6.47 

11.64 

8  -8 

9.45 

7.179 

7.22 

6.78 

8.89 

10.55 

6.93 

8  -7M 

8.53 

6.493 

7.29 

6.68 

8.83 

10.62 

6.66 

7.30 

m-IVe 

7. 13 

5.583 

6.85 

6. 61 

8.62 

10.43 

6.30 

9.94 

7k-£M 

6.24 

5.544 

7.00 

6.73 

8.67 

10.29 

6.61 

5.54 

5.694 

7.76 

7.03 

8.95 

10.34 

6.83 

5.49 

5.315 

7.49 

6.99 

8.90 

10.46 

6. 81 

il6 

6)i-6 

5.22 

5.193 

7.26 

6.86 

8.77 

10.40 

6. 76 

5.79 

6  -6 

5.55 

6. 164 

7.72 

6.89 

8.84 

10.33 

6.94 

6.44 

6  -6 

6.10 

6.463 

8.12 

7.06 

8.95 

10.35 

7.02 

8. 22 

6  -6 

6. 14 

6.383 

8. 22 

7. 29 

8.95 

10.38 

7.23 

6  -6 

6.24 

6.081 

7.80 

7. 29 

8.86 

10.37 

7.22 

6  -6 

5.82 

5.468 

7.51 

7.21 

8. 78 

10. 33 

7.21 

8.29 

6  -6 

5. 22 

5.504 

7.50 

7.17 

8.79 

10.35 

7.06 

5.97 

6  -6 

5.20 

FHA 


new 

home 

mort- 


gage 

yield] 


7.56 

7.55 

7.56 
7.63 
7.73 
7.79 

7.89 

8.19 

■9.'i8 

8.97 

8.86 

8.78 


8.54 

8.66 

9.17 

9.46 

9.46 
9.85 
10.30 
10.38 
10. 13 


9. 51 
8.99 
8.84 
8.69 


9.16 

9.06 

9.13 

9.32 

9.74 

9.53 

9.41 


>  Rate  on  new  issuea  within  period.  First  issued  in  December  1929. 

>  Selected  note  and  bond  issues. 

I  First  issued  in  1941.  Series  includes  bonds  which  are  neither  due  nor  callable  before  a  given  number  of  years  as 
follows:  April  1953  to  date,  10  years;  April  1952-March  1953,  12  years;  November  1941-March  1952, 15  years. 

<  Average  effective  rate  for  the  year:  opening  and  closing  rate  for  the  month. 

>  Based  on  seven-day  averages  of  daily  effective  rates  for  weeks  ending  Wednesday.  Since  July  19, 1975,  the  daily  effective 
rate  is  an  average  of  the  rates  on  a  given  day  weighted  by  the  volume  of  transactions  at  these  rates.  Prior  to  that  date , 
the  daily  effective  rate  was  the  rate  considered  most  representative  of  the  day's  transactions,  usually  the  one  at  which 
most  transactions  occurred. 

•  Data  for  first  of  the  month,  based  on  the  maximum  permissible  interest  rate  (9  percent  beginning  September  2, 1975) 
Through  July  1961,  computed  on  25-year  mortgages  paid  in  12  years  and  thereafter,  30-year  mortgages  paid  in  15  years. 

r  From  October  30, 1942,  to  April  24,  1946,  a  preferential  rate  of  0.50  percent  was  in  effect  for  advances  secured  by 
Government  securities  maturing  in  1  year  or  less. 

•  Series  revised.  Not  strictly  comparable  with  earlier  data. 

Sources:  Department  of  Housing  and  Urban  Development,  Department  of  the  Treasury,  Board  of  Govemon  of  the 
Federal  Reserve  System,  Moody's  Investors  Service,  and  Standard  6  Poor’s  Corporation. 
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Table  B-58. — Short-  and  inUrmidiaU-Urm  cotuumtr  trodit  outstanding,  1929-75 
IMilliom  of  doilanl 


■  Hofdin|$  of  finoncial  institutions  only;  holdings  of  retail  outlets  are  indudad  in  other  consumer  goods  paper. 

*  Singla-paymont  loans  and  service  credit. 

>  Data  are  annual  statement  asset  values.  These  loans  are  not  included  in  consumer  credit  series. 

•  Preliminary;  by  Council  of  Economic  Advisers. 

Sources:  Board  ol  Governors  ol  the  Federal  Reserve  System  and  Institute  ot  Lite  Insurance  (except  as  noted). 
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Table  B-59. — Instclnunt  credit  extended  and  repaid,  1946-75 
(Millioni  of  dollirs;  monthly  doU  soasonally  tdjustodi 


Table  B-€0. — Mortgagt  debt  outstanding  by  type  of  property  and  of  financing,  1939-75 
IBiNiontotdoltersI 


Nonftrm  proptrtiw  by  typt  of  mortfiit 


I  Ineludos  nofliiiblo  amount  of  farm  (oana  hold  by  savinp  and  loan  associations. 

I  Darivod  fifuras. 

Souica:  Board  of  Govarnors  of  tha  Fadaral  Rasarva  Systam,  astimatad  and  compilad  from  data  suppliad  by  various 
Govarnmont  and  private  orpnizations. 


Table  B-61. — Mottgag*  debt  outstanding  by  lender,  1939-75 


[Billiem  o(  dollin) 


End  of  year 
or  quarter 

Total 

Private  financial  institutions 

Other  lenders 

Total 

Savings 

and 

loan 

associa¬ 

tions 

Mutual 

savings 

banks 

Com¬ 
mercial 
banks  > 

Indi¬ 

viduals 

and 

others 

1939 . 

35.5 

19.6 

3.9 

4.8 

4.3 

5.7 

5.0 

11.9 

1940 . 

36.5 

19.5 

4.1 

4.9 

4.6 

6.0 

4.9 

12.0 

1941 . 

37.6 

20.7 

4.6 

4.9 

4.9 

6.4 

4.7 

12.2 

1942 . 

36.7 

20.7 

4.6 

4.6 

4.7 

6.7 

4.3 

11.7 

1943 . 

35.3 

20.2 

4.6 

4.4 

4.5 

6.7 

3.6 

11.5 

1944 . 

34.7 

20.2 

4.9 

4.3 

4.4 

6.7 

3.0 

11.5 

194S . 

35.5 

21.0 

5.4 

4.2 

4.9 

6.6 

2.4 

12.1 

194C . 

41.9 

26.0 

7.1 

4.4 

7.2 

7.2 

2.0 

13.8 

1947 . 

a.9 

31.8 

8.9 

4.9 

9.4 

8.7 

1.8 

15.3 

1949 . 

56.2 

37.8 

10.3 

5.8 

10.9 

10.8 

1.9 

16.5 

1949 . 

62.7 

42.9 

11.6 

6.7 

11.6 

12.9 

2.4 

17.4 

1990 . 

72.9 

51.7 

13.7 

9.3 

13.7 

16.1 

2.7 

18.4 

1951 . 

92.3 

59.5 

15.6 

9.9 

14.7 

19.3 

3.4 

19.4 

1952 . 

91.4 

66.9 

19.4 

11.4 

15.9 

21.3 

4.0 

20.5 

1953 . 

101.3 

75.1 

22.0 

12.9 

16.9 

23.3 

4.4 

21.8 

1954 . 

113.7 

95.7 

26.1 

15.0 

19.6 

26.0 

4.6 

23.4 

1955 . 

129.9 

99.3 

31.4 

17.5 

21.0 

29.4 

5.2 

25.4 

1956 . 

144.5 

111.2 

35.7 

19.7 

22.7 

33.0 

6.0 

27.3 

1957 . 

156.5 

119.7 

40.0 

21.2 

23.3 

35.2 

7.5 

29.3 

1959 . 

171.9 

131.5 

45.6 

23.3 

25.5 

37.1 

7.8 

32.5 

1959 . 

190.9 

145.5 

53.1 

25.0 

28.1 

39.2 

10.0 

35.4 

1960 . 

206.9 

157.6 

60.1 

26.9 

28.9 

41.8 

11.2 

38.0 

1961 . 

226.3 

172.6 

68.8 

29.1 

30.4 

44.2 

11.8 

41.9 

1962 . 

249.6 

192.5 

78.8 

32.3 

34.5 

46.9 

12.2 

44.0 

1963 . 

274.3 

217.1 

90.9 

36.2 

39.4 

50.5 

11.2 

45.9 

1964 . 

300.1 

241.0 

101.3 

40.6 

44.0 

55.2 

11.4 

47.7 

1965 . 

325.9 

264.6 

110.3 

44.6 

49.7 

60.0 

12.4 

a.  7 

1966 . 

347.4 

280.8 

114.4 

47.3 

54.4 

64.6 

15.8 

50.9 

1967 . 

370.2 

298.8 

121.8 

50.5 

59.0 

67.5 

18.4 

53.0 

1969 . 

397.5 

319.9 

130.9 

53.5 

65.7 

70.0 

21.7 

55.8 

1969 . 

425.3 

339.1 

140.2 

56.1 

70.7 

72.0 

26.8 

59.4 

1970 . 

451.7 

355.9 

150.3 

57.9 

73.3 

74.4 

33.0 

62.8 

1971 . 

499.9 

394.2 

174.3 

62.0 

82.5 

75.5 

39.4 

66.2 

1972 . 

564.8 

450.0 

206.2 

67.6 

99.3 

76.9 

45.8 

69.0 

1973 . 

635.0 

505.4 

231.7 

73.2 

119.1 

81.4 

55.7 

73.9 

1974 . 

688.6 

542.6 

249.3 

74.9 

132.1 

86.2 

72.3 

73.7 

1975  » . 

738.4 

579.4 

278.2 

77.0 

135.1 

89.1 

88.1 

70.9 

1973:  1 . 

579.3 

462.6 

212.9 

68.9 

103.5 

77.2 

47.3 

69.5 

II . 

480.1 

222.3 

70.6 

109.1 

78.0 

49.0 

71.0 

Ill . 

619.8 

494.9 

228.9 

72.0 

114.8 

79.2 

53.0 

71.9 

IV . 

635.0 

505.4 

231.7 

73.2 

119.1 

81.4 

55.7 

73.9 

1974: 1 . 

646.1 

514.1 

236.1 

73.9 

121.9 

82.2 

58.3 

73.7 

II . 

664.3 

528.2 

243.4 

74.2 

127.3 

83.2 

62.6 

73.5 

Ill . 

678.6 

537.4 

247.6 

74.8 

130.6 

84.4 

67.8 

73.3 

IV . 

688.6 

542.6 

249.3 

74.9 

13^1 

86.2 

72.3 

73.7 

1975;  1 . 

695.0 

546.7 

252.4 

75.2 

131.9 

87.2 

75.8 

72.5 

II . 

558.2 

261.3 

75.8 

133.0 

88.0 

79.7 

71.1 

Ill . 

724.4 

569.5 

76.4 

134.0 

88.5 

84.0 

70.8 

IV  » . 

738.4 

579.4 

278.2 

77.0 

135.1 

89.1 

88.1 

70.9 

2  I  Includes  loans  held  by  nondeposit  trust  companies,  but  not  by  bank  trust  departments. 

3  >  Includes  former  Federal  National  Mortgage  Association  and  new  Government  National  Mortgage  Association,  as  well  as 
Federal  Housing  Administration,  Veterans  Administration,  Public  Housing  Admini  stration.  Farmers  Home  Administration, 
and  in  earlier  years  Reconstruction  Finance  Corporation,  Ho.oeowners  Loan  C  orporation,  and  Federal  Farm  Mortgage 
Corporation.  Also  includes  GNMA  Pools  and  U.S.-sponsored  agencies  such  as  new  FNMA,  Federal  Land  Banks,  and  Federal 
Home  Loan  Mortgage  Corporation.  Other  U.S.  agencies  (amounts  small  or  current  separate  data  not  readily  available) 
Included  with  "individuals  and  others." 

Source :  Board  of  Governors  of  the  Federal  Reserve  System,  based  on  data  from  various  Government  and  private  organiia- 
ions 
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Table  B-62. — Net  public  and  private  debt,  1929-74  • 


(Billions  of  dollars! 


End  of  year 

Total 

Public 

Private 

Fed¬ 
eral 
Gov¬ 
ern¬ 
ment  > 

Fed¬ 
eral 
finan¬ 
cial 
agen¬ 
cies  > 

State 

and 

local 

gov¬ 

ern¬ 

ments 

Total 

Cor¬ 

porate 

Total 

Indiv 

Farm  * 

dual  and 

Total 

noncorf 

Non 

Mort- 

gage 

wrate 

farm 

Com¬ 
mer¬ 
cial 
and 
finan¬ 
cial  > 

Con- 

sumar 

1929 . 

191.9 

16.5 

13.6 

161.8 

88.9 

72.9 

12.2 

60.7 

31.2 

22.4 

7.1 

1933 . 

168.5 

24.3 

16.3 

127.9 

76.9 

51.0 

9.1 

41.9 

26.3 

11.7 

3.9 

1939 . 

183.3 

42.6 

16.4 

124.3 

73.5 

50.8 

8.8 

42.0 

25.0 

9.8 

7.2 

1940 . 

189.8 

44.8 

16.4 

128.6 

75.6 

53.0 

9.1 

43.9 

26.1 

9.5 

8.3 

1941 . 

211.4 

56.3 

16.1 

139.0 

83.4 

S5.6 

9.3 

46.3 

27.1 

10.0 

9.2 

1942 . 

258.6 

101.7 

15.4 

U1.5 

91.6 

49.9 

9.0 

40.9 

26.8 

8.1 

6.0 

1943 . 

313.2 

154.4 

14.5 

144.3 

95.5 

48.8 

8.2 

40.5 

26.1 

9.5 

4.9 

1944 . 

370.6 

211.9 

13.9 

144.8 

94. 1 

50.7 

7.7 

42.9 

26.0 

11.8 

5.1 

1945 . 

405.9 

252.5 

13.4 

140.0 

85.3 

54.7 

7.3 

47.4 

27.0 

14.7 

5.7 

1946 . 

396.6 

229.5 

13.7 

153.4 

93.5 

59.9 

7.6 

52.3 

31.8 

12. 1 

8.4 

1947 . 

415.7 

221.7 

6.7 

15.0 

178.3 

108.9 

69.4 

8.6 

60.7 

37.2 

11.9 

11.6 

1948 . 

431.3 

215.3 

.6 

17.0 

198.4 

117.8 

80.6 

10.8 

69.7 

42.4 

12.9 

14.4 

1949 . 

445.8 

217.6 

.7 

19.1 

208.4 

118.0 

90.4 

12.0 

78.4 

47.1 

13.9 

17.4 

1950 . 

486.2 

217.4 

.7 

21.7 

246.4 

142.1 

104.3 

12.3 

92.0 

54.8 

15.8 

21.5 

1951 . 

519.2 

216.9 

1.3 

24.2 

276.8 

162.5 

114.3 

13.7 

100.6 

61.7 

16.2 

22.7 

1952 . 

550.2 

221.5 

1.3 

27.0 

300.4 

171.0 

129.4 

15.2 

114.2 

68.9 

17.8 

27.5 

1953 . 

581.6 

226.8 

1.4 

30.7 

322.7 

179.5 

143.2 

16.8 

126.4 

76.7 

18.4 

31.4 

1954 . 

605.9 

229.1 

1.3 

35.5 

340.0 

182.8 

157.2 

17.5 

139.7 

86.4 

20.8 

32.5 

1955 . 

665.8 

229.6 

2.9 

41.1 

392.2 

212.1 

180.1 

18.7 

161.4 

98.7 

24.0 

38.8 

1956 . 

698.4 

224.3 

2.4 

44.5 

427.2 

231.7 

195.5 

19.4 

176.1 

109.4 

24.4 

42.3 

1957 . 

728.3 

223.0 

2.4 

48.6 

454.3 

246.7 

207.6 

20.2 

187.4 

118.1 

24.3 

45.0 

1958 . 

769.6 

231.0 

2.5 

53.7 

482.4 

259.5 

222.9 

23.2 

199.7 

128.1 

26.5 

45.1 

1959 . 

833.0 

241.4 

3.7 

59.6 

528.3 

283.3 

245.0 

23.8 

221.2 

141.0 

28.7 

51.5 

1960 . 

874.2 

239.8 

3.5 

64.9 

566.1 

302.8 

263.3 

25.1 

238.2 

151.3 

30.8 

56.1 

1961 . 

930.3 

246.7 

4.0 

70.5 

609.1 

324.3 

284.8 

27.5 

257.3 

164.5 

34.8 

58.0 

1962 . 

996.0 

253.6 

5.3 

77.0 

660.1 

348.2 

311.9 

30.2 

281.7 

180.3 

37.6 

63.8 

1963 . 

1,070.9 

257.5 

7.2 

83.9 

722.3 

376.4 

345.8 

33.2 

312.6 

198.6 

42.3 

71.7 

1964 . 

1, 151.6 

264.0 

7.5 

90.4 

789.7 

409.6 

380.1 

36.0 

344. 1 

218.9 

45.0 

80.3 

1965 . 

1,243.6 

266.4 

8.9 

98.3 

870.0 

454.3 

415.7 

39.3 

376.4 

236.8 

49.7 

89.9 

1966 . 

1,338.6 

271.8 

11.2 

104.7 

950.8 

506.6 

444.2 

42.4 

401.8 

251.6 

53.9 

96.2 

1967 . 

1,  438. 1 

286.4 

9.0 

112.8 

1. 030. 0 

553.6 

476.3 

48.3 

428.0 

266.9 

60.3 

100.8 

1968 . 

1,581.3 

291.9 

21.5 

122.7 

1, 145. 3 

631.5 

513.8 

51.8 

462.0 

284.9 

66.3 

110.8 

1969 . 

1,  736. 0 

289.3 

30.6 

133.3 

1, 282. 8 

734.2 

548.6 

55.5 

493.1 

303.9 

68.1 

121.1 

1970 . 

1, 868. 5 

301.1 

38.8 

144.8 

1. 383.8 

797.6 

586.2 

58.7 

527.5 

332.1 

68.2 

127.2 

1971 . 

2,045.4 

325.9 

39.9 

162.8 

1,516.8 

869.2 

647.6 

63.2 

584.4 

372.8 

73.3 

138.4 

1972 . 

2,  283. 1 

341.2 

41.4 

176.9 

1, 723.6 

989.4 

734.3 

67.8 

666.5 

425.9 

82.9 

157.6 

1973 . 

2, 546. 2 

349.1 

59.8 

189.5 

1,947.8 

1,125.9 

821.9 

77.0 

744.9 

480.8 

83.6 

180.5 

1974 . 

2, 777. 3 

360.8 

76.4 

205.6 

2,134.4 

1, 254. 2 

880.1 

87.2 

792.9 

520.2 

82.6 

190.1 

>  Net  public  and  private  debt  is  a  comprehensive  auregate  of  the  indebtedness  of  borrowers  after  eliminating  certain 
types  of  duplicating  government  and  corporate  debt. 

>  Net  Federal  Government  and  agency  debt  Is  the  outstanding  debt  held  by  the  public,  as  defined  in  "The  Budget  of  the 
United  States  Government,  Fiscal  Year  1977." 

>  This  comprises  the  debt  of  federally  sponsored  agencies,  in  which  there  is  no  longer  any  Federal  proprietary  interest. 
The  obligations  of  the  Federal  Land  Banks  are  included  beginning  with  1947,  the  debt  of  the  Federal  Home  Loan  Banks 
is  included  beginning  with  1951,  and  the  debts  of  the  Federal  National  Mortgage  Association,  Federal  Intermediate  Credit 
Banks,  and  Banks  for  Cooperatives  are  included  beginning  with  1968. 

r  Farm  mortgages  and  farm  production  loans.  Farmers'  financial  and  consumer  debt  is  included  in  the  nonfarm  categories. 

'  Financial  debt  is  debt  owed  to  banksforpurchasingor  carrying  securities, customers' debt  to  brokers, and  debt  owed 
to  life  insurance  companies  by  policyholders. 

Source;  Department  of  Commerce  (Bureau  of  Economic  Analysis),  based  on  data  from  various  Federal  agencies  and 
other  sources. 
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>  Estimate. 

Note.— Under  provisions  of  the  Congressional  Budget  Act  of  1974,  the  fiscal  year  for  the  Federal  Government  will  shift 
beginning  with  fiscal  year  1977.  Through  1976,  the  fiscal  year  runs  from  July  1  through  June  30;  starting  in  October  1976 
(fiscal  year  1977),  the  fiscal  year  will  run  from  October  1  through  September  30.  The  3-month  period  from  July  1,  1976 
through  September  30,  1976  will  be  a  separate  fiscal  period  known  as  the  transition  quarter. 

Data  for  1929-39  are  according  to  the  administrative  budget  and  those  beginning  1940  according  to  the  unified  budget. 

Certain  interfund  transactions  are  excluded  from  receipts  and  outlays  beginning  1932.  For  years  prior  to  1932  the  amounts 
of  such  transactions  are  not  significant. 

Refunds  of  receipts  are  excluded  from  receipts  and  outlays. 

Sources:  Department  of  the  Treasury  and  Office  of  Management  and  Budget. 
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Table  B-64. — Federal  budget  receipts,  outlaju,  and  debt,  fiseeU  years  1967-77 
(Millions  at  dollirs;  fiscal  yoarsl 


Actual 


Description 


1967 

1968 

1969 

1970 

1971 

1972 

BUDCn  RECEIPTS  AND  OUTLAYS: 

Total  rocaipts . 

149,552 

153,671 

187,784 

193,743 

188, 392 

208,649 

Fodoral  funds . 

111,835 

114,726 

143, 321 

143, 158 

133, 785 

148,846 

Trust  funds... . 

42, 935 

44,716 

52,009 

59, 362 

66,193 

72,959 

Intorfund  transactions . 

-5, 218 

-5. 771 

-7,547 

-8,778 

-11,586 

-13. 156 

Total  outlays . 

158,254 

178, 833 

184,548 

196,588 

211,425 

231,876 

Eodaral  funds . 

126,779 

143, 105 

148, 811 

Ie13I 

163,651 

177,959 

Trust  funds . 

36,693 

41,499 

43,284 

49,065 

59,361 

67,073 

Intarfund  transactions . 

-5,218 

-5,771 

-7,547 

-8,778 

-11,586 

-13, 156 

Total  surplus  or  deficit  (— ) . 

-8,702 

-25. 161 

3,236 

-2,845 

-23,033 

-23,227 

Fodoral  funds _ 

-14, 944 

-28, 379 

-5,490 

-13,143 

-29,86b 

-29. 114 

Trust  funds . 

OUTSTANDING  DEBT,  END  OF  YEAR: 

6,242 

3, 217 

8,725 

10, 297 

6,832 

5,886 

Grass  Ftdtral  dobt . 

341,348 

369,769 

367, 144 

382,603 

409,467 

437,329 

Hold  by  Govarnmant  aiancios . 

73, 819 

79,140 

87,661 

97,723 

105,140 

.13,559 

Hold  by  tho  public . 

267,529 

290,629 

279,483 

284,880 

304,328 

323, 770 

Fodoral  Rosarva  Systom . 

46.719 

52.  230 

54,095 

57. 714 

65.518 

71,426 

Othors . 

220, 810 

238,399 

225,388 

227, 166 

238, 810 

252,344 

BUDGET  RECEIPTS . 

149,552 

153,671 

187,784 

193,743 

188,392 

Individual  incoma  tans . 

61,526 

68,726 

87,249 

90,412 

86,230 

Corporation  incoma  tans . 

33,971 

28,665 

36,678 

32,829 

26,785 

Social  insurance  tans  and  contributions... 

33,349 

34. 622 

39,918 

45,298 

48,578 

Eseisa  tans . 

13. 719 

14. 079 

15. 222 

15,705 

16. 614 

Estate  and  gift  tans . 

2,978 

3,051 

3,491 

3.6M 

3, 735 

Customs  duties . . . 

Miseailanoous  receipts: 

Deposit  of  aarningt  by  Fodoral  Re- 

1,901 

2,038 

2,319 

2,430 

2,591 

BH 

sarvo  System . 

1. 805 

2.091 

2,662 

3,266 

3,533 

3,252 

AH  other.. . 

303 

400 

247 

158 

325 

381 

BUDGET  OUTLAYS . 

158,254 

178,833 

184,548 

196,588 

211,425 

231,876 

National  dafansa . 

69, 101 

79,409 

80.207 

79,284 

76,807 

77, 356 

International  affairs . 

4,695 

4,612 

3,784 

3.564 

3,093 

3,723 

General  science,  space,  and  technotogy _ 

6,231 

5,522 

5,016 

4. 180 

4. 174 

Natural  resources,  environmont  and  energy. 

3,697 

4,010 

3,901 

4,043 

4,941 

5.521 

Agriculture . 

2,982 

4. 541 

5,779 

5. 164 

4.288 

5,279 

Commerce  and  transportation . 

9,205 

10,637 

7,065 

9,090 

10,601 

Community  and  regional  development . 

Education,  training,  employment,  and 

1,412 

1,891 

2,224 

3, 166 

4,325 

social  services . 

6,023 

7,004 

6,871 

7,888 

9,045 

11,694 

Hulth . 

6,759 

mo 

11,758 

13,051 

14, 716 

17.471 

Income  securiN . 

Veterans  benenb  and  services . 

30,821 

33,680 

37,281 

43,066 

55,423 

63,911 

6,899 

6,882 

7,640 

8,677 

9,776 

10,730 

Law  enforcement  and  justice . 

610 

650 

761 

952 

1,299 

1,650 

General  government . 

Revenue  sharing  and  general  purpose  fiscal 

1,569 

1,684 

1,649 

1,940 

2,159 

2,466 

assistance . 

288 

311 

365 

451 

488 

531 

(nrarest . 

Allowances . 

12,533 

13,751 

15,793 

18. 312 

19,609 

20,582 

Undistributed  offsetting  receipb . 

Composition  of  undistributed  offsetting  re* 

-4,573 

-5,^ 

-5,545 

-6,567 

-8,427 

-8. 137 

ceipts: 

Employer  share,  employM  retirement. 

-1,661 

-1,825 

-2,444 

-2,611 

-2,768 

Interest  received  by  trust  funds . 

Renb  and  royalties  on  the  Outer  Conti- 

-2,275 

-2,674 

-3,936 

-4,765 

-5,089 

nental  Shelf . 

-637 

-961 

-428 

-187 

-1,051 

-279 

Soa  noxt  pa|a  for  continuation  of  tablo  and  for  footnotos. 
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Tabie  B-64. — Federal  budget  receipts,  outlays,  and  debt,  fiscal  years  7957-77— Con. 
[Millions  of  dollars;  fiscal  years) 


1975  I  1976  1977 


BUDGET  RECEIPTS  AND  OUTLAYS: 
Total  receipts . . 


Federal  funds . 

Trust  funds . . 

Interfund  transKtions. 


IS1.357  ' 
92. 193  . 
-21.325  i 


297,534  I 

198,373  I 
134,754  I 
-35,593  1 


Federal  funds . 

Trust  funds . 

Interfund  transactions. 


Total  surplus  or  deficit  (— ). 


Federal  funds. 
Trust  funds... 


OUTSTANDING  DEBT,  END  OF  YEAR: 
Gross  Federal  debt . 


186, 403  , 
81,  447  I 
-21,325  i 


468,426  486,247  I  544,131  I  633,931  I  652,799 


Held  by  Government  agencies. 
Held  by  the  public.. . 


125, 381  140, 194 

343,045  346,053 


75,  182  80, 649 

267,863  265,404 


147,225  I  149,525  |  148,393 
396,906  I  484,406  j  504,406 


BUDGET  RECEIPTS. 


Individual  income  taxes . 

Corporation  income  taxes . 

Social  insurance  taxes  and  contributions.. 

Excise  taxes . 

Estate  and  lift  taxes . 

Customs  duties . 

Miscellaneous  receipts: 

Deposit  of  earnings  by  Federal  Reserve  | 


Income  sKurity . 

Veterans  benefits  and  services . 

Law  enforcement  and  justice . 

General  government . 

Revenue  sharing  and  general  purpose  fiKal 

assistance .  7,222 

Interest .  22,813 

Allowances . 1 

Undistributed  offsetting  receipts .  —12, 318 

Composition  of  undistributed  offsetting 
receipts:  ' 

Employer  share,  employee  retirement..!  —2, 927 

Interest  received  by  trust  funds .  —5, 436 

Rents  and  royalties  on  the  Outer  Con¬ 
tinental  Shelf .  —3.956 


All  other . 

BUDGET  OUTLAYS . 

426 

246, 526 

524 

268,392 

934 

324,  601 

2,734 

373, 535 

National  defense . 

75,072 

78,569 

86,585 

92,  759 

International  affairs . 

2, 956 

3, 593 

4,  358 

5, 665 

General  science,  space,  and  technology _ 

4, 030 

3,977 

3,989 

4,311 

Natural  resources,  environment,  and  energy 

5,947 

6,  571 

9,537 

11,7% 

Agriculture . 

4,855 

2,230 

1,660 

2,875 

Commerce  and  transportation . 

9, 930 

13,096 

16,010 

17,801 

Community  and  regional  development . 

5,529 

4,911 

4, 431 

5,  802 

Education,  training,  employment,  and 
social  services . 

11,874 

11,598 

15, 248 

18,900 

Note.— Under  provisions  of  the  Congressional  Budget  Act  of  1974,  the  fiscal  year  for  the  Federal  Government  will  shift 
beginning  with  hscal  year  1977.  Through  1976,  the  fiscal  year  runs  from  July  1  through  June  30;  starting  in  October  1976 


through  September  30, 1976  will  be  a  separate  fiscal  period  Known  as  the  transition  quarter. 
Sources:  Department  of  the  Treasury  and  Office  of  Management  and  Budget. 
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Table  B-65. — Relation  oj  the  Federal  budget  to  the  Federal  sector  of  the  national  income  and 
product  accounts,  fiscal  years,  1975-77 
(Billions  of  dollirs;  fiscal  ytarsi 


1975 

Estimate 

Racaipts  and  axpandituras 

Ktual 

1976 

T  ransition 
quarter 

1977 

RECEIPTS 

281.0 

297.5 

81.9 

351.3 

Govarnmant  contribution  for  amployaa  ratiramant  (grossing) . 

5.1 

5.6 

1.5 

6.1 

Othar  natting  and  grossing . 

2.4 

2.4 

.6 

2.7 

Adjustmant  to  accruals . 

-6.4 

3.0 

2.7 

5.5 

-.7 

-1.1 

-.2 

-.9 

FadarsI  sactor,  national  incoma  and  product  accounts,  racaipts . 

281.5 

307.4 

86.5 

364.7 

EXPENDITURES 

324.6 

373.5 

98.0 

394.2 

Landing  and  financial  transactions . 

-4.8 

-5.4 

-1.2 

-3.2 

Govarnmant  contribubon  lor  amployaa  ratiramant  (grossing) . 

5.1 

5.6 

1.5 

6.1 

2.4 

2.4 

.6 

2.7 

Dafansa  timing  adjustmant . 

-.6 

.5 

-1.5 

-.5 

Bonusas  on  Outar  Continantal  Shalf  land  laasas._ . 

2.0 

2.6 

.3 

5.4 

-.1 

-.5 

-.5 

-.2 

Fadaral  sactor,  national  incoma  and  product  accounts,  axpandituras _ 

328.7 

378.7 

97.2 

404.5 

Nota.— So#  Nota,  Tabla  B-64. 

Saa  Spacial  Analysis  A,  "Spacial  Analysas,  Budgat  of  tha  Unitad  SUtas  Govarnmant,  Fiscal  Yaar  1977"  for  dascription 
of  thasa  catagorias. 

Sourcas:  Dapartmant  of  Commarca  (Buraau  of  Economic  Analysis),  Dapartmant  of  tha  Traasury,  and  Offica  of  Managa- 
mant  and  Budgat. 
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Table  B-66. — Receipts  and  expenditures  oj  the  government  sector  of  the  national  income  and  product 

accounts,  1946-75 

(Billions  of  dollars;  quarterly  data  at  seasonally  adjusted  anrual  rates| 


Calendar  year  or  quarter 


1946. 

1947.. 

1948. 

1949. 

1950. 

1951. 

1952. 

1953. 

1954. 

1955. 

1956.. 

1957.. 

1958. 

1959. 

1960. 

1961.. 

1962. 

1963. 

1964. 


1973: 

1974; 


1975: 


1.. . 

11.. 

111.. 
IV.. 

1.. . 

11.. 

III. 

IV. . 

1.. . 

11.. 

111.. 
IV  ». 


Total  lovernment 


Federal  Government 


State  and  local 
lovernment 


Re¬ 

ceipts 

Ex¬ 

pendi¬ 

tures 

Sur¬ 
plus  or 
deficit 
(-). 
national 
income 
and 
prod¬ 
uct  K- 
counts 

Re¬ 

ceipts 

Ex¬ 

pendi¬ 

tures 

Sur¬ 
plus  or 
deficit 
(-). 
national 
income 
and 
prod¬ 
uct  ac¬ 
counts 

Re¬ 

ceipts 

Ex¬ 

pendi¬ 

tures 

Sur¬ 
plus  or 
deficit 
(-). 
national 
income 
and 
prod¬ 
uct  ac¬ 
counts 

51.0 

45.6 

5.4 

39.1 

35.6 

15 

110 

11.1 

1.9 

56.9 

14.4 

114 

15.4 

14.4 

1.0 

58.9 

HdiU 

8.4 

Krn 

13 

17.7 

17.6 

.1 

55.9 

59.3 

-3.4 

kQ 

■rg 

-2.6 

115 

212 

-.7 

69.0 

61.0 

8.0 

50.0 

9.2 

21.3 

22.5 

-1.2 

85.2 

6.1 

64.3 

15 

214 

219 

-.4 

90.1 

-3.8 

67.3 

-17 

214 

215 

-.0 

94.6 

BniW 

-6.9 

70.0 

-7.1 

27.4 

27.3 

.1 

89.9 

97.0 

-7.1 

63.7 

69.8 

-10 

29.0 

30.2 

-1.1 

101.1 

98.0 

3.1 

72.6 

68.1 

4.4 

31.7 

32.9 

-1.3 

109.7 

5.2 

78.0 

11 

35.0 

319 

-.9 

116.2 

■(till 

.9 

81.9 

2.3 

38.5 

39.8 

-1.4 

115.0 

Kili 

-12.6 

78.7 

-113 

42.0 

44.3 

-2.4 

129.4 

131.0 

-1.6 

89.8 

91.0 

-1.1 

46.4 

46.9 

-.4 

139.5 

136.4 

3.1 

96.1 

Kn 

10 

419 

418 

.1 

144.8 

■rm 

-4.3 

98.1 

ButjEl 

-19 

54.0 

54.4 

-.4 

156.7 

BfruN 

-3.8 

106.2 

BiMH 

-4.2 

58.5 

58.0 

.5 

168.5 

.7 

114.4 

■itn 

.3 

63.2 

62.8 

.5 

174.0 

176.3 

-2.3 

114.9 

118.2 

-13 

69.5 

615 

1.0 

188.3 

187.8 

.5 

124.3 

123.8 

.5 

711 

711 

-.0 

212.3 

-1.3 

141.8 

-1.8 

84.8 

84.3 

.5 

228.2 

kmU 

-14.2 

150.5 

-112 

916 

94.7 

-1.1 

263.4 

268.9 

-5.5 

174.7 

-5.8 

107.2 

106.9 

.3 

296.3 

285.6 

10.7 

197.0 

188.4 

15 

1117 

117.6 

2.1 

302.6 

311.9 

192.1 

204.2 

-12.1 

134.9 

132.2 

2.8 

322.2 

KTuH 

198.6 

220.6 

-22.0 

152.6 

148.9 

17 

367.4 

227.5 

244.7 

-17.3 

177.4 

1617 

117 

411.1 

257.9 

264.8 

-19 

1918 

180.9 

12.9 

453.9 

457.5 

288.4 

300.1 

-11.7 

209.4 

201.3 

11 

461.7 

525.1 

-63.5 

283.5 

356.9 

-714 

232.4 

222.4 

10.0 

399.5 

394.5 

5.0 

250.8 

261.7 

-119 

190.3 

174.4 

119 

406.5 

400.6 

5.8 

254.8 

K31 

-7.4 

192.1 

1719 

112 

KSU 

7.7 

259.8 

Kill 

-4.8 

195.2 

182.8 

12.4 

423.6 

418.1 

5.5 

266.2 

270.8 

-4.6 

197.6 

187.5 

10.1 

434.9 

431.0 

4.0 

275.7 

281.1 

-5.3 

201.9 

192.6 

14 

449.5 

.3 

285.6 

293.5 

-7.9 

2C7.3 

199.1 

12 

468.7 

1.0 

299.2 

307.2 

-10 

2115 

204.5 

11 

462.6 

482.2 

-19.6 

293.1 

3116 

-25.5 

214.9 

209.0 

19 

WSaM 

502.8 

-48.0 

283.6 

K'Z 

-53.7 

221.2 

2115 

w 

■•llM 

-93.4 

250.1 

KIM 

2114 

BZfl 

-57.6 

293.3 

■  .4¥. 

224.8 

■jgl 

kZk 

229.9 

■  ■■ 

nnnm 

jumm 

■  ■ 

BMi 

BMi 

HHI 

HHHH 

Note.— Federal  f  rants-in-aid  to  State  and  local  |overnn-enls  are  reflected  in  Federal  eipenditures  and  State  and  iKal 
receipts  and  expenditures.  Total  government  receipts  and  expenditures  have  been  adjust^  to  eliminate  this  duplication. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 


Table  B-67. — Rneipts  and  expenditures  oj  the  Federal  Government  sector  oj  the  national  income 
and  product  accounts,  1949-77 
iBillions  of  dollars;  quarterly  data  at  seasonally  adjusted  annual  rates) 

I  Receipts  I  Expenditures  I  Sur- 


Indi¬ 

rect 

Cor-  bust-  Con-  Pur- 

po-  ness  tribu-  chases 

rate  tax  tions  of 

profits  and  for  Total  >  goods 

tax  non-  social  and 

ac-  tax  insur-  serv- 

cruals  K-  ance  ices 

cru- 
als 


ures  Sur- 

-  plus 

Subsi-  or 

dies  deli- 

less  cit 

Grants-  cur-  (— ), 

in-aid  Net  rent  na- 

to  State  in-  sur-  tion- 

and  ter-  plus  al  in¬ 
local  est  of  come 


wrv-  I  eign-  govern-  paid  gov¬ 


ern-  prod- 
ment  uct 
enter-  k- 
prises  counts 


Sources:  Department  of  Corrmerce  (Bureau  of  Economic  Analysis)  and  Cffice  of  Management  and  Budget. 
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Table  B-68. — Rtctipts  and  expenditures  oj  the  State  and  local  government  sector  oj  the  national 
income  and  product  accounts,  194^75 

(Billions  of  dollars,'  quarterly  date  at  saasonally  adjusted  annual  rates] 


■  Wage  accruals  less  disbursements  have  been  subtracted  from  total.  These  were  (in  billions  of  dollars,  at  seasonally 
adjusted  annual  rates)  .0,  —.1,  .0,  and  .0  in  the  4  quarters  of  1973  and  .0  in  each  of  the  quarters  of  1974  and  1975. 

Source;  Department  of  Commerce,  Bureau  of  Economic  Analysis. 


Table  B-69. — State  and  local  government  revenues  and  expenditures,  selected  fiscal  years,  1927-74 

{Millions  of  dolUrsI 


>  Inrludos  licmsts  and  othar  taxas  and  chargas  and  miscallanaous  ravtnuas. 

<  Includts  axpandituras  (or  haalth,  hospitals,  pdica,  local  hra  p^rotaction,  natural  rasourcas,  sanitation,  housing  and 
urban  ranawal,  local  parks  and  raaaation,  ganaral  control,  financial  administration,  intarast  on  ganaral  dabt,  and  un- 
allocabla  axpandituras. 

•  Data  for  fiscal  yaar  anding  in  tha  12-month  pariod  through  Juna  30.  Data  for  1963  and  aartiar  yaars  induda  local  govorn- 
mant  amounts  groupad  in  tarms  of  fiscal  yaars  andad  during  tha  particular  calendar  yaar. 


Nota.— Data  ara  not  availaUa  for  intarvaning  yi 
Saa  TaMa  B-62  for  not  dabt  of  State  and  local) 


laars. 

govarnmanb. 


Saa  TaMa  B-62  for  net  dabt  of  State  and  local govarnmai 
Source;  Department  of  Commarca,  Bureau  of  tha  Census. 


Table  B-70. — Publk  debt  seeurities  by  kind  of  obligation,  1946-75 
[BilltoM  of  dollon] 


End  of  year  or 
month 

Total 

puMk 

debt 

sacuri* 

ties 

Intarost-boaring  public  debt 

Matured 
public 
debt 
and 
debt 
bear¬ 
ing  no 
inter¬ 
est 

Markatabla  public  issues 
by  maturity  class 

NonmarketaMe  public 
issues 

Govarn- 

mont 

account 

soriost 

Within 

1  year 

Ito  10 
yMrs 

10 

years 

and 

over 

U.S. 

sav¬ 

ings 

bonds 

and 

notes 

For¬ 

eign 

and 

inter¬ 

na¬ 

tional 

Other 

1946 . 

259.1 

54.8 

61.7 

■H 

24.6 

1  5 

1947 

256.9 

416 

56.1 

29.0 

2.7 

194S . 

252.8 

44.6 

55.1 

57.7 

55.1 

31.7 

2.2 

1949 . 

257.1 

414 

51.8 

519 

517 

HH 

33.9 

2.1 

1950 _ _ 

256.7 

414 

50.5 

52.5 

510 

10.1 

33.7 

2.4 

259.4 

47.1 

56.7 

318 

57.6 

20.9 

35.9 

2.3 

rrHiiiiiiiiiiiiiiiii 

267.4 

57.7 

62.2 

28.7 

57.9 

19.6 

39  1 

2.1 

1953  . 

275.2 

73.9 

50.4 

30.3 

57.7 

19.3 

41  2 

2.3 

1954 _ 

2717 

62.8 

64.7 

30.2 

57.7 

17.7 

416 

3.0 

280.8 

61.7 

616 

32.9 

57.9 

12.7 

419 

3.0 

1956 . 

2716 

68.6 

519 

32.9 

513 

11.9 

45.6 

2.4 

1957 . 

274.9 

75.3 

519 

32.0 

5iS 

10.4 

45.8 

2.0 

1956  _ 

282.9 

72.6 

71.0 

32.0 

51.2 

9.2 

44.8 

2.1 

iftTiiiiiiiiiliiiiifi 

290.8 

719 

83.7 

24.6 

412 

7.8 

415 

11 

I960 . 

290.2 

75.3 

89.5 

24.2 

47.2 

13 

44.3 

14 

1961 . 

296.2 

85.9 

84.7 

25.4 

47.5 

15 

5.3 

415 

IS 

1962 . 

303.5 

87.3 

95.6 

20.1 

47.5 

.7 

4.6 

414 

4.3 

1963 . 

309.3 

89.4 

94.2 

24.0 

a.8 

1.3 

18 

417 

4.1 

1964 . 

317.9 

815 

100.4 

216 

417 

1.8 

15 

46.1 

4.4 

1965 . 

320.9 

93.4 

95.6 

25.6 

50.3 

14 

2.9 

46.3 

4.4 

1966 . 

329.3 

105.2 

87.5 

25.4 

50.8 

1.5 

17 

510 

4.3 

1967 . 

344.7 

104.4 

97.0 

25.1 

51.7 

12 

16 

57.2 

IS 

1968 . 

358.0 

108.6 

103.4 

24.8 

52.3 

4.4 

16 

59.1 

19 

1969 . 

3612 

nil 

93.3 

24.4 

512 

4.7 

15 

71.0 

10 

1970 . 

389.2 

123.4 

104.9 

114 

515 

15 

14 

78.1 

1.9 

1971 . 

424.1 

nil 

1210 

119 

54.9 

17.4 

14 

85.7 

1.8 

1972 . 

449.3 

130.4 

117.7 

21.4 

58.1 

21.3 

14 

95.9 

10 

1973 . 

4619 

141.6 

106.8 

21.8 

60.8 

26.9 

18 

107.1 

11 

1974 . 

>492.7 

148.1 

1112 

21.6 

63.8 

22.8 

10 

119.1 

>1.1 

1975 . 

576.6 

199.7 

138.7 

24.8 

67.9 

21.6 

16 

119.4 

1.0 

1974:  Jan . 

4612 

141.6 

106.8 

21.7 

61.0 

212 

18 

106.2 

1.9 

Fab . 

470.7 

141.4 

106.0 

22.2 

61.3 

26.3 

18 

108.6 

11 

Mar . 

474.5 

145.5 

106.0 

22.1 

61.6 

26.1 

19 

108.5 

1.9 

Apr . 

471.9 

140.9 

107.5 

22.0 

61.9 

26.6 

19 

108.4 

1.8 

May . 

474.7 

142.9 

104.1 

22.6 

62.1 

26.9 

19 

111.3 

1.9 

Julia . 

475.1 

139.9 

104.2 

22.5 

614 

25.9 

19 

115.4 

1.8 

July . 

>  475.3 

142.2 

104.2 

22.4 

617 

24.4 

10 

115.5 

>1.0 

Aug . 

481.8 

142.9 

108.4 

20.8 

618 

212 

10 

119.6 

1.1 

Sept . 

481.5 

143.4 

108.4 

20.8 

63.0 

212 

10 

1113 

1.4 

Oct . 

480.2 

144.4 

106.4 

20.8 

63.3 

211 

3.0 

116.2 

1.1 

4t5.4 

143.4 

112.6 

21.5 

63.6 

211 

3.0 

116.9 

1.2 

OfC . 

492.7 

148.1 

1112 

21.6 

63.8 

22.8 

10 

119.1 

1.1 

1975: Jan . 

494.1 

1414 

115.2 

21.5 

64.2 

210 

10 

116.9 

1.0 

Fab . 

499.7 

154.8 

112.6 

22.4 

64.5 

213 

nil 

1.0 

509.7 

158.1 

119.6 

22.3 

64.8 

24.0 

116.8 

1.1 

516.7 

161.0 

122.6 

215 

65.2 

216 

116.8 

1.0 

Iwy . 

5212 

164.2 

127.7 

210 

65.5 

215 

K ; 

120.1 

1.1 

533.2 

163.9 

1217 

22.9 

65.9 

212 

124.2 

1.1 

July . 

538.2 

168.8 

132.0 

22.8 

66.3 

22.2 

13 

121.7 

1.0 

547.7 

179.8 

127.3 

219 

66.6 

21.6 

14 

124.1 

1.0 

Sept . 

553.6 

180.2 

134.9 

218 

66.9 

21.5 

14 

Del...:::;;;.. 

562.0 

186.0 

141.1 

218 

67.2 

21.2 

15 

B  "E 

566.8 

192.8 

138.2 

24.8 

67.6 

21.3 

15 

Doc . 

576.6 

199.7 

138.7 

24.8 

67.9 

21.6 

16 

1  119.4 

1 

■  Prior  to  July  1974,  this  sorios  was  shown  as  "Spocial  issuos." 

*  Boginning  July  19/4,  oxcludos  tho  non-intorost-boarmg  notos  issued  to  Intornational  Monetary  Fund,  to  conform  with 
Budgot  prosontation. 

Source;  Department  of  tho  Treasury. 
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>  U.S.  uvings  bonds,  sories  A-F  and  J,  and  U.S.  savings  notes  art  included  at  current  redemption  value. 

>  Includes  commercial  banks,  trust  companies,  and  stock  savings  banks  in  the  United  States  and  Territories  and  island 
possessions;  figures  exclude  securities  held  in  trust  departments.  Since  the  estimates  in  this  table  are  on  the  basis  of  par 
values  end  include  holdings  of  banks  in  United  States  Territories  and  possessions,  they  do  not  agree  with  the  estimates 
in  Table  B-52,  which  are  based  on  book  values  and  relate  only  to  banks  within  the  United  States. 

>  Exclusive  of  banks  and  insurance  companies. 

*  Includes  trust,  sinking,  and  investment  funds  of  State  and  local  governments  and  their  agencies,  and  of  Territories 
and  possessions. 

'  Includes  partnerships  and  personal  trust  accounts. 

*  Includes  savings  and  loan  associations,  nonprofit  institutions,  corporate  pension  trust  funds,  dealers  and  brokers, 
certain  government  deposit  account  and  government-sponsored  agencies,  and  investments  of  foreign  balances  and  inter¬ 
national  accounts  in  this  country  Beginning  December  1946,  the  international  accounts  include  investments  by  the  Inter¬ 
national  Bank  for  Reconstruction  and  Devefopment,  International  Monetary  Fund,  International  Development  Association, 
Inter-American  Development,  Bank,  and  various  United  Nations'  funds,  in  special  non-interest-bearing  notes  and  bonds 
issued  by  the  U.S.  Government.  See  also  footnote  7. 

’  Beginning  July  1974,  excludes  non-interest-bearing  notes  issued  to  International  Monetary  Fund,  to  conform  with 
Budget  presentation. 

Source;  Department  of  the  Treasury. 
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Table  B-72. — Aoeragt  length  and  maturity  distribution  of  marketable  interest-bearing 
public  debt,  1946-75 


Amount 

End  of  yur  or  month  out-  I 

sUndini  Within 
1  yoar 


Noto.— All  iuuos  clossiliod  to  final  maturity  axcapt  partially  tax-exampt  bonds,  which  ware  classifiad  to  aarliast  call 
data  (tha  last  of  thasa  bonds  wara  callad  on  August  14, 1962  for  radamption  on  Dacambar  15, 1962). 

Sourta:  Oapartmant  of  tha  Traasury. 
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CORPORATE  PROFITS  AND  FINANCE 


Table  B-73. — Corporate  profits  with  irwentory  valuation  adjustment  and  without  capital  consump¬ 
tion  adjustment,  by  industry,  1946-75 

(Billions  of  doHirs;  quorterty  data  at  seasonally  adjusted  annual  rates) 


Corporate  profits  with  inventory  valuaticn  adjustn'ent  and  without  capital  consumption  adjustment 


99.4  92.9 

97.4  90.9 

97.9  91.4 

99.6  92.0 


100.3  85.9  17.2 

96.0  87.2  17.1 

92.0  82.0  113 

86.1  75.1  16.5 


.6 

11. 

5. 

(.7 

m 

5. 

1.4 

5. 

I 


Table  B-73. — Corporate  profits  with  inventory  valuation  adjustment  and  without  capital  consump¬ 
tion  adjustrrunt,  by  industry,  1946-75- — Continued 

(Billions  of  dollsrs;  qusrtarly  daU  at  seasonally  adjusted  annual  ratosj 


Corporate  profits  before  deduction  of  capital  consumption  allowances,  with  inventory  valuation  adjustment  | 

Domestic  industries 

Financial 

Non  financial 

Yur  or 

quarter 

Trans- 

Rest 

Total 

porta- 

of  the 

Total 

Whole- 

tion, 

world 

Federal 

Manu- 

sale 

com* 

Total 

Reserve 

Other 

Total 

factur- 

and 

munica- 

Other 

banks 

ing> 

retail 

tion. 

trade 

and 

serv* 

ices> 

1946 . 

24.0 

23.6 

2.2 

11 

2.1 

21.4 

11.2 

4.2 

10 

2.9 

14 

1947 . 

31.4 

30.7 

1.9 

.1 

1.7 

219 

16.3 

12 

16 

19 

.7 

1949 . 

40.0 

39.2 

2.7 

.2 

2.5 

36.5 

219 

6.2 

4,7 

4.9 

.9 

1949 . 

39.7 

37.9 

3.3 

.2 

10 

34.6 

19.9 

14 

4.9 

4.6 

.9 

1950 . 

46.5 

45.5 

3.3 

.2 

11 

42.2 

24.9 

6.0 

6.1 

5.2 

1.0 

1951 . 

53.0 

51.9 

3.9 

.3 

15 

49.0 

29.1 

6.2 

7.1 

5.6 

1.2 

1952 . 

51.3 

50.2 

4.2 

.4 

19 

410 

26.9 

6.1 

7.6 

5.4 

1.1 

1953 . 

52.7 

51.6 

4.9 

.4 

4.4 

419 

213 

11 

11 

5.3 

1.1 

1954 . 

S2.8 

51.4 

4.9 

.3 

4.6 

415 

27.1 

12 

12 

5.9 

1.4 

1955 . 

64.1 

62.6 

5.2 

.3 

4.9 

57.4 

34.3 

6.7 

9.9 

16 

1.6 

1956 . 

64.9 

63.1 

5.4 

.5 

4.9 

57.7 

33.6 

13 

113 

7.4 

1.9 

1957 . 

66.3 

64.4 

5.7 

.6 

10 

59.7 

33.9 

15 

115 

7.9 

1.9 

1959 . 

62.9 

61.2 

11 

.6 

15 

510 

29.9 

16 

119 

7.6 

1.7 

1959 . 

74.9 

73.0 

7.3 

.7 

15 

65.7 

37.1 

10 

12.5 

10 

1.9 

1960 . 

74.1 

72.2 

•.9 

1.0 

19 

64.4 

35.5 

7.3 

113 

14 

1.9 

1961 . 

75.3 

72.9 

7.7 

.9 

19 

65.3 

35.2 

7.4 

110 

19 

2.3 

1962 . 

94.2 

91.5 

10 

.9 

7.1 

716 

40.2 

14 

15.4 

9.6 

2.6 

1963 . 

90.0 

97.4 

7.6 

1.0 

16 

79.9 

419 

17 

119 

114 

2.6 

1964 . 

99.7 

95.6 

7.9 

1.2 

17 

97.7 

410 

114 

17.9 

11.4 

11 

1965 . 

110.9 

107.5 

15 

1.4 

7.2 

99.0 

55.9 

11.1 

19.6 

12.3 

13 

1966 . 

119.3 

116.5 

9.6 

1.7 

7.9 

106.9 

60.5 

11.5 

21.3 

116 

2.9 

1967 . 

119.7 

116.7 

10.2 

2.0 

12 

106.5 

59.7 

12.7 

21.0 

14.1 

10 

1969 . 

130.2 

127.0 

11.9 

2.5 

9.3 

1111 

63.9 

14.3 

21.9 

110 

12 

1969 . 

130.9 

127.2 

13.0 

3.1 

9.9 

114.2 

61.5 

14.9 

22.4 

114 

17 

1970 . 

123.0 

119.2 

14.5 

3.6 

11.0 

104.7 

53.1 

14.7 

21.4 

115 

19 

1971 . 

137.9 

133.3 

113 

14 

110 

1119 

59.9 

17.5 

212 

114 

4.6 

1972 . 

157.4 

152.6 

110 

14 

14.7 

134.6 

69.9 

212 

26.3 

113 

4.9 

1973 . 

172.0 

165.2 

216 

4.5 

111 

144.6 

74.2 

21.7 

213 

214 

6.9 

1974 . 

173.3 

162.3 

219 

5.7 

110 

141.5 

69.7 

21.2 

29.4 

21.2 

11.0 

1975  ». . 

196.1 

190.2 

20.0 

5.7 

14.4 

1712 

91.4 

5.9 

1973:  1 . 

170.5 

163.9 

19.7 

19 

119 

144.2 

714 

21.2 

210 

116 

6.5 

II.... 

17a  3 

163.7 

217 

4.3 

114 

1410 

710 

214 

27.7 

210 

6.6 

III... 

171.4 

164.9 

217 

4.9 

119 

144.2 

72.6 

22.1 

217 

219 

6.5 

IV.... 

175.9 

1612 

21.3 

5.1 

112 

147.0 

74.0 

23.0 

219 

21.1 

7.7 

1974:  1 . 

177.2 

162.9 

216 

5.3 

113 

142.1 

72.3 

22.1 

27.4 

212 

14.4 

II.... 

174.4 

165.6 

215 

5.7 

14.9 

1411 

71.7 

23.1 

29.3 

21.0 

19 

III... 

172.7 

162.7 

21.9 

6.0 

119 

1419 

69.9 

19.5 

30.4 

21.1 

110 

IV.... 

169.1 

1511 

212 

10 

14.1 

1310 

65.2 

210 

30.5 

22.3 

11.0 

1975:  1 . 

169.0 

162.2 

22.0 

5.9 

112 

1413 

63.9 

24.6 

29.4 

22.5 

5.9 

II.... 

199.2 

192.3 

19.3 

5.7 

116 

163.0 

77.9 

29.5 

32.9 

22.9 

5.9 

III... 

2016 

202.4 

117 

15 

113 

1917 

99.9 

319 

36.9 

211 

12 

>  Sat  TaMt  B-74  for  industry  detail. 

•  Services  consists  of  electric,  |u,  and  sanitary  services. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-74. — Corporatr  profits  with  inventory  valuation  adjustmrnt  and  without  capital  con¬ 
sumption  adjustment,  manufacturing  industries,  1946-75 

IBillions  of  dollars;  quarterly  data  at  seasonally  adjusted  annual  rates) 

I  Corporate  profits  with  inventory  valuation  adjustment  and  without  capital  consumption  adjustment 


Nondurable  goods 

1  Durable  goods 

Year  or 
quarter 

'  Total  i 
manu-‘ 
factor¬ 
ing  Total 

j 

!  Food 
and 

ikindred 

prod¬ 

ucts 

!  Chem- 
1  icals 
and 

1  allied 

1  prod¬ 
ucts 

Petro¬ 

leum 

and 

1  coal 

1  prod¬ 
ucts 

Other 

1 

1 

! 

Total 

Primary 

metal 

indus¬ 

tries 

Fabri¬ 

cated 

metal 

products 

Machin¬ 

ery, 

except 

electri¬ 

cal 

Electri¬ 

cal 

equip¬ 

ment 

and 

supplies 

Motor 
vehicles  1 
'  and 
j  equip- 
,  ment 

Table  B-74. — Corporate  profits  with  inventory  valuation  adjustment  and  without  capital  con¬ 
sumption  adjustment,  manufacturing  industries,  1946-75 — Continued 


(Billions  of  dollars;  quarterly  data  at  seasonally  adjusted  annual  rates) 


Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-75.— profits,  and  stockholders'  equity,  all  marrufacturing  corporations,  1947-75 

(Billions  of  dollarsi 


All  manufacturing 
corporations 

^  Durable  goods  industries 

1  Nondurable  goods 

1  industries 

Year  or 

Profits 

i 

Profits 

1 

Profits 

quarter 


Sales 

(net)  Before  After 
income;  income! 
taxes  >  I  taxes 


StKk 

holders' 


Stock- 
I  holders'  i 


Muitv  ! '  ‘  eouitv »  I  I  I  eouitv  1 

^  i  income  income  I  income  income 


taxes  >  taxes 


Stock¬ 

holders' 


1947 . 

150.7 

16.6 

.  10.1 

1  65.1 

^  66.6 

1948 . 

165.6 

18.4 

!  11.5 

1  72.2 

!  75.3 

1949 . 

154.9 

14.4 

9.0 

i  77.6 

'  70.3 

1950 . 

181.9 

23.2 

12.9 

83.3 

86.8 

1951 . 

245.0 

27.4 

11.9 

98.3 

jll6.8 

1952 . 

250.2 

22.9 

10.7 

103.7 

1 122.0 

1953 . 

265.9 

24.4 

11.3 

108.2 

137.9 

1954 . 

248.5 

20.9 

11.2 

113.1 

122.8 

1955 . 

278.4 

.  28.6 

15.1 

120.1 

142.1 

1956 . 

307.3 

29.8 

16.2 

131.6 

159.5 

1957 . 

320.0 

!  28.2 

15.4 

141.1 

166.0 

1958 . 

305.3 

22.7 

12.7 

147.4 

148.6 

1959 . 

338.0 

29.7 

16.3 

1  157.1 

169.4 

1960 . 

345.7 

27.5 

15.2 

165.4  1 

173.9 

1961 . 

356.4 

27.5 

15.3 

172.6  1 

175.2 

1962 . 

389.9 

31.9 

17.7 

181.4  ; 

195.5 

1963 . 

412.7 

34.9 

19.5 

189.7 

209.0 

1964 . 

443.1 

39.6 

23.2 

199.8  ! 

226.3 

1965 . 

492.2 

46.5 

27.5 

211.7 

257.0 

1966 . 

554.2 

51.8 

30.9 

230.3  ' 

291.7 

1967 . 

575.4 

47.8 

29.0 

247.6 

300.6 

1968 . 

631.9 

55.4 

32. 1 

265.9 

335.5 

1969 . 

694.6 

;  58.1 

33.2 

289.9 

366.5 

1970 . 

708.8 

48.1 

28.6 

306.8 

363.1 

1971 . 

751.4 

53.2 

31.3 

320.9 

382  5 

1972 . 

849.5 

63.2 

36.5 

343.4 

435.8 

1973 . 

1,017.2 

81.4 

48.1 

374.1 

527.3 

1973:  IV . 

275.1 

21.4 

13.0 

386.4 

140.1 

New  series;  >  ! 

1974 . ! 

1,060.6 

92.1 

58.7 

395.0  i 

529.0 

1973:  IV . 1 

236.6 

20.6 

13.2 

368.0 

122.7 

1974: 1 . 

242.0  ' 

21.2 

13.5 

379.0 

120.3 

II . 

269.4 

25.9 

16.3 

389.9 

136.8 

Ill . 

272.1 

25.0 

15.5  ! 

402.7 

134.8 

IV . 

277.0 

20.1 

13.4  1 

408.4 

137.1 

1975:  1 . 

247.7 

15.4 

9.3  1 

411.0 

121.2 

II _ 

266.0 

20.2 

12.5  I 

420.5 

132.4 

. 

272.0 

21.8 

13.2  { 

427.8  1 

130.9 

7.6 

4.5 

31. 1  84. 1 

9.0 

5.6 

34.0 

8.9 

5.4 

34. 1  90. 4 

9.5 

6.2 

38.1 

7.5 

4.5 

37.0  84.6 

7.0 

4.6 

40.6 

12.9 

6.7 

39.9  ;  95.1 

10.3 

6.1 

43.5 

15.4 

6.1 

47.2  128.1 

12.1 

5.7 

51.1 

12.9 

5.5 

49.8  ;  128.0 

10.0 

5.2 

53.9 

14.0 

5.8 

52.4  : 128.0 

10.4 

5.5 

55.7 

11.4 

5.6 

54.9  125.7 

9.6 

5.6 

58.2 

16.5 

8.1 

58.8  136.3 

12.1 

7.0 

61.3 

16.5 

8.3 

65.2  ;147.8 

13.2 

7.8 

66.4 

15.8 

7.9 

70. 5  154. 1 

12.4 

7.5 

70.6 

11.4 

5.8 

72.8  156.7 

11.3 

6.9 

74.6 

15.8 

8.1 

77.9  168.5 

13.9 

8.3 

79.2 

14.0 

7.0 

82.3  171.8 

13.5 

8.2 

83.1 

13.6 

6.9 

84.9  181.2 

13.9 

8.5 

87.7 

16.7 

8.6 

89.1  194.4 

15.1 

9.2 

92.3 

18.5 

9.5 

93.3  203.6 

16.4 

10.0 

96.3 

21.2 

11.6 

98.5  216.8 

18.3 

11.6 

101.3 

26.2 

14.5 

105.4  235.2 

20.3 

13.0 

106.3 

29.2 

16.4 

115.2  262.4 

22.6 

14.6 

115.1 

25.7 

14.6 

125.0  274.8 

22.0 

14.4 

122.6 

30.6 

16.5 

135.6  296.4 

24.8 

15.5 

130.3 

31.5 

16.9 

147.6  ;328.1 

26.6 

16.4 

142.3 

23.0 

12.9 

155.1  345.7 

25.2 

15.7 

151.7 

26.5 

14.5 

160.6  368.9 

26.7 

16.7 

160.3 

33.6 

18.4 

171.4  413.7 

29.6 

18.0 

172.0 

43.6 

24.8 

188.7  489.9 

37.8 

23.3 

185.4 

10.8 

6.3 

194.7  135.0 

10.6 

6.7 

191.7 

41.1 

24.7 

196.0  '531.6 

51.0 

34.1 

199.0 

10.1 

6.2 

185.8  113.9 

10.5 

7.0 

182.1 

9.5 

5.7 

189.4  121.7 

11.7 

7.8 

189.6 

12.6 

7.6 

194.1  132.6 

13.3 

8.7 

195.8 

10.5 

6.2 

199.9  137.3 

14.5 

9.4 

202.8 

8.6 

5.2 

200.8  140.0 

11.5 

8.2 

207.6 

6.9 

4.1 

201.9  .126.5 

8.5 

5.2 

209.1 

9.3 

5.7 

207.6  133.7 

10.9 

6.8 

213.0 

9.0 

5.5 

210.0  141.1 

12.7 

7.7 

217.8 

■  In  the  old  series,  "income  taxes"  refers  to  Federal  income  taxes  only,  as  State  and  local  income  taxes  had  already 
been  deducted.  In  the  new  series,  no  income  taxes  have  been  deducted. 

>  Annual  data  are  average  equity  for  the  year  (usin^  four  end-of-quarter  figures). 

>See  "Quarterly  Financial  Report  for  Manufacturing  Corporations,  First  Quarter  1974,"  Federal  Trade  Commission. 

Note.— Data  are  not  necessarily  comparable  from  one  period  to  another  due  to  changes  in  accounting  procedures, 
industry  classifications,  sampling  procedures,  etc.  For  explanatory  notes  concerning  compilation  of  the  series,  see  "Quar¬ 
terly  Financial  Report  for  Manufacturing  Corporations,"  Federal  trade  Commission. 

Source;  Federal  Trade  Commission. 
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Table  B-76. — Relation  oj  profits  after  taxes  to  stockholders’  equity  and  to  sales,  all  manufac¬ 
turing  corporations,  1947-75 


I  Annual  ratios  basad  on  average  equity  for  the  year  (using  tour  end-of-quarter  figures).  Quarterly  ratios  based  on  equity 
at  end  of  quarter  only. 

>  Sea  "Quarterly  Financial  Report  lor  ManufKturing  Corporations,  First  Quarter  1974,"  Federal  T rade  Commission. 

Note.— Basad  on  data  in  millions  of  dollars. 

Sm  also  Note,  Table  B-7S. 

Source:  Federal  Trade  Otmmission. 
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Table  B-77. — Relation  oj profits  after  taxes  to  stocMoUers'  equity  and  to  sales,  all  manufaetm- 
ing  corporations,  by  industry  group,  1974-75 


Industry 

Ratio  of  profits  after  interne 
taxes  (annual  rate)  to  stock¬ 
holders'  equity— percent  ■ 

Profits  after  income  taxes  per 
dollar  of  sales— cents 

1974 

1975 

1974 

1975“ 

III 

IV 

' 

" 

Ml 

III 

IV 

1 

II 

III 

AM  manufacturinc  corporations . 

15.4 

,3., 

9.0 

11.9 

12.4 

5.7 

4.8 

3.7 

4.7 

4.9 

Durable  goods  industries . 

12.3 

10.4 

8.0 

ia9 

10.5 

4.6 

3.8 

3.3 

4.3 

4.2 

Stone,  clay,  and  gtau  products . 

15.1 

6.4 

-.4 

8.4 

14.7 

5.8 

2.7 

-.2 

3.6 

6.1 

Primary  metal  industries . 

19.2 

13.4 

11.9 

8.4 

6.3 

7.6 

5.5 

5.7 

4.3 

3.3 

iron  and  steel . 

21.2 

16.7 

14.6 

10.0 

8.3 

7.6 

6.2 

6.1 

4.6 

4.0 

Nonferrous  metals . 

16.3 

8.6 

7.8 

5.9 

3.3 

7.6 

4.2 

4.7 

3.7 

2.1 

Fabricated  metal  products . 

MKhinery,  except  electrical . 

17.6 

13.3 

10.7 

14.4 

14.7 

5.0 

3.8 

3.4 

4.5 

4.7 

12.3 

12.2 

12.6 

14.2 

13.1 

5.6 

5.3 

5.9 

6.4 

6.2 

Electrical  and  electronic  equipment. 

9.9 

8.2 

7.9 

9.2 

8.3 

3.4 

2.7 

2.9 

3.3 

2.9 

Transportation  equipment . 

4.7 

8.0 

1.2 

9.6 

7.3 

1.7 

2.6 

.4 

3.1 

2.5 

Motor  vehicles  and  equipment. 

2.8 

8.1 

-1.4 

8.2 

5.5 

1.1 

2.8 

-.6 

2.9 

2.1 

Aircraft,  guided  missiles,  and 

parts . 

9.4 

8.2 

9.6 

11.9 

11.6 

2.8 

2.2 

2.6 

3.1 

3.2 

Instruments  and  related  products.. 

15.4 

16.4 

13.0 

11.9 

14.9 

8.6 

9.1 

7.9 

6.8 

8.4 

Other  durable  manufacturing  prod- 

2.5 

10.0 

11.0 

3.3 

ucts . 

11.3 

3.6 

1.1 

.9 

3.3 

3.5 

Nondurable  goods  industries . 

18.5 

15.8 

10.0 

12.8 

14.2 

6.8 

5.9 

4.1 

5.1 

5.5 

Food  and  kindred  products . 

15.4 

14.7 

10.7 

15.0 

17.2 

3.2 

3.0 

2.4 

3.3 

3.7 

Tobacco  manufactures . 

15.9 

15.5 

14.1 

15.9 

18.4 

9.0 

7.8 

8.4 

9.5 

11.1 

Textile  mill  products . 

6.6 

3.3 

-2.7 

1.7 

8.1 

2.1 

1.1 

-1.2 

.6 

2.6 

Paper  and  allied  products . 

19.9 

15.0 

10.8 

12.3 

12.6 

7.6 

6.1 

5.0 

5.6 

5.5 

Printing  and  publishing . 

13.0 

13.5 

9.0 

13.2 

13.5 

4.7 

4.6 

3.4 

4.7 

4.9 

Chemicals  and  ali><^  products . 

Industrial  chemicals  and  syn- 

19.0 

14.8 

14.2 

16.2 

15.6 

8.4 

7.0 

7.1 

8.1 

7.4 

thetics . 

19.6 

12.6 

10.9 

13.3 

13.7 

8.8 

6.3 

5.7 

7.0 

6.9 

Drugs . 

19.0 

15.9 

18.6 

18.6 

18.4 

12.2 

10.3 

12.6 

12.8 

12.4 

Petroleum  and  coal  products . 

23.3 

20.5 

10.2 

11.8 

13.3 

13.9 

12.0 

6.3 

7.3 

7.9 

Rubber  and  miscellaneous  plasties 

7.9 

products . 

Other  nondurable  manufKturing 

14.3 

11.6 

3.6 

9.4 

4.8 

4.1 

1.5 

3.0 

3.5 

products . 

14.2 

9.9 

4.1 

11.5 

15.6 

2.9 

2.1 

1.0 

2.5 

3.3 

■  Ratios  based  on  equity  at  end  of  quarter. 


Source:  Federal  Trade  Commission. 
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Table  B-78. — Sotatts  and  uses  of  funas,  nonjatm  nonfinoncial  corporatt  busineu,  1946-75 

(BMient  of  doHan) 


196.3 

85.3 

111.0 

75.4 

37.5 

38.0 

35.6 

189.7 

124.3 

1 

65.4 

6.7 

210.3 

80.5 

129.8 

91.6 

43.1 

48.7 

38.2 

195.1 

127.8 

67.3 

15.3 

176.4 

75.3 

101.1 

72.8 

25.2 

47.4 

28.3 

160.2 

122.4 

37.8 

16.2 

150.1 

84.8 

65.3 

68.7 

39.3 

29.4 

-3.4 

133.5 

129.2 

4.3 

16.6 

90.1 

90.1 

.0 

27.2 

52.0 

-24.9 

-27.1 

76.1 

95.1 

-19.0 

14.0 

129.8 

98.2 

31.6 

29.3 

52.9 

-23.7 

2.4 

114.5 

77.8 

36.7 

15.3 

150.3 

109.7 

40.6 

29.8 

39.6 

-9.7 

10.7 

133.7 

102.5 

31.2  ; 

16.5 

■  Undistrlbutod  profits  (oftor  invontory  valuation  adjustmont)  and  capital  consumption  allowances. 

>  Stocks,  bonds,  and  mortfages. 

>  Bank  loans,  commercial  paper,  finance  company  loans,  bankers'  acceptances,  and  Government  loans. 
<  Plant  and  ^uipment,  resioential  structures,  and  inventory  investment. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System. 


Table  B-79. —  Current  assets  and  liabilities  of  U.S.  corporations,  1939-75 
(Billions  of  dollars] 


1  Current  assets 

Current  liabilities  \ 

End  of  year 
or  quarter 

i 

! 

1 

1  Total 

1 

Cash 

1  on 

1  hand 
and 
in 

banks' 

1 

U.S. 
Gov¬ 
ern¬ 
ment 
securi¬ 
ties  >  . 

Re-  j 

ceiv-  Notes 
ables  1  and 
from  1  ac- 
U.S.  !  counts 
Gov-  !  receiv- 
ern-  ;  able 
ment  >  | 

1 

In- 
1  ven- 
1  tories 

1 

other 

cur¬ 

rent 

as¬ 

sets* 

j 

Total  ; 

1 

Ad¬ 
vances 
and 
pre¬ 
pay¬ 
ments, 
U.S.  j 
1  Gov- 
ern- 
1  ment> 

Notes 

and 

ac¬ 

counts 

pay¬ 

able 

Fed¬ 
eral 
in¬ 
come 
i  tax 
liabili¬ 
ties 

I 

Other 

cur¬ 

rent 

lia¬ 

bili¬ 

ties 

^  Net 
work- 
1  ing 

I  capi- 
tal 

i 

All  corporations  • 


1939 . 

54.5 

10.8 

2.2 

22.1 

18.0 

1.4 

30.0 

21.9 

1.2 

6.9 

24.5 

1940 . 

60.3 

13.1 

2.0 

0.1 

23.9 

19.8 

1.5 

32.8 

0.6 

22.6 

2.5 

7-1 

27.5 

1941 . 

72.9 

13.9 

4.0 

27.4 

25.6 

1.4 

40.7 

.8 

25.6 

7.1 

7.2 

32.3 

1942 . 

83.6 

17.6 

10.1 

4.0 

23.3 

27.3 

1.3 

47.3 

2.0 

24.0 

12.6 

8.7 

36.3 

1943 . 

93.8 

21.6 

16.4 

5.0 

21.9 

27.6 

1.3 

51.6 

2.2 

24.1 

16.6 

8.7 

1  42.1 

1944 . 

97.2 

21.6 

20.9 

4.7 

21.8 

26.8 

1.4 

51.7 

L8 

25.0 

15.5 

9.4 

45.6 

1945 . 

97.4 

21.7 

21.1 

2.7 

23.2 

26.3 

2.4 

45.8 

•9 

24.8 

i  10.4 

9.7 

1  51.6 

1946 . 

108.1 

22.8 

15.3 

.7 

1  30.0 

37.6 

1.7 

51.9 

.1 

31.5 

1  8.5 

11.8 

56.2 

1947 . 

123.6 

25.0 

14.1 

3{ 

1.3 

44.6 

1.6 

61.5 

37.6 

10.7 

13.2 

62.1 

1948 . 

133.0 

25.3 

14.8 

42 

1.4 

48.9 

1.6 

64.4 

39 

1.3 

11.5 

13.5 

68.6 

1949 . 

133.1 

26.5 

16.8 

43.0 

45.3 

1.4 

60.7 

37 

;.5 

9.3 

14.0 

72.4 

1950 . 

161.5 

28.1 

19.7 

1.1 

55.7 

55.1 

1.7 

79.8 

.4 

47.9 

16.7 

14.9 

81.6 

1951 . 

179. 1 

30.0 

20.7 

2.7 

58.8 

64.9 

2.1 

92.6 

1.3 

53.6 

21.3 

16.5 

86.5 

1952 . 

1  186.2 

30.8 

19.9 

2.8 

64.6 

65.8 

2.4 

96.1 

2.3 

57.0 

18.1 

18.7 

90.1 

1953 . 

I  190.6 

31.1 

21.5 

2.6 

65.9 

67.2 

2.4 

98.9 

2.2 

57.3 

18.7 

20.7 

1  91.8 

1954 . 

194.6 

33.4 

19.2 

2.4 

71.2 

65.3 

3.1 

99.7 

2.4 

59.3 

15.5 

22.5 

1  94.9 

1955 . 

224.0 

34.6 

23.5 

2.3 

86.6 

72.8 

4.2 

121.0 

2.3 

73.8 

19.3 

25,7 

:  103.0 

1956 . 1 

237.9 

34.8 

:  19.1 

2.6 

95.1 

80.4 

5.9 

130.5 

2.4 

81.5 

17.6 

29.0 

!  107.4 

1957 . 1 

244.  7 

34.9 

1  18.6 

2.8 

99.4 

82.2 

6.7 

133.1 

2.3 

84.3 

15.4 

31.1 

!  111.6 

1958 . ; 

255. 3  1 

37.4 

18.8 

2.8 

106.9 

81.9 

7.5 

136.6 

1.7 

88.7 

12.9 

33.3 

1  118.7 

1959 . 

277.3 

36.3 

22.8 

2.9 

117.7 

88.4 

9.1 

153.1 

1.7 

I  99.3 

15.0 

37.0 

124.2 

1960 . 1 

289.0 

37.2 

20.1 

3.1 

126. 1 

91.8 

10.6 

160.4 

1  1-8 

105.0 

13.5 

40.1 

128.6 

1961 . i 

306.8; 

41.1  1 

20.0 

3.4 

135.8 

95.2 

; 

171.2 

i  1.8 

;  112.8 

,  14.1 

42.5 

1  135.6 

Nonfinancial  corporations  * 


1961 . 

254.7 

34.8 

16.5 

3.4 

94.5 

95.0 

10.5  123.7 

1.8 

82.6 

13.3 

26.0 

131.0 

1962 . 

269.7 

37.1 

16.8 

3.7 

99.5 

100.5 

12.1  1132.4 

2.0 

86.7 

14.3 

29.4 

137.3 

1963 . 

288.2 

39.8 

16.7 

3.6 

106.9 

106.8 

14.4  145.5 

2.5 

94.5 

15.7 

32.8 

142.7 

1964 . 

305.6 

40.5 

15.8 

3.4 

116.5 

113.1 

16.3  156.6 

2.7 

102.2 

16.2 

35.5 

149.0 

1965 . 

336.0 

42.8 

14.4 

3.9 

130.2 

126.6 

18.1  178.8 

3.1 

118.4 

18.3 

39.0 

157.2 

1966 . 

364.0 

41.9 

13.0 

4.5 

142.1 

142.8 

19.7  199.4 

4.4 

133.1 

17.4 

44.5 

164.6 

1967 . 

386.2 

45.5 

10.3 

5.1 

150.2 

153.1 

22.0  211.3 

5.8 

141.3 

13.2 

51.0 

1/4.9 

1968 . 

426.5 

48.2 

11.5 

5.1 

168.8 

166.0 

26.9  244.1 

6.4 

162.4 

14.3 

61.0 

182.4 

1969 . 

473.6 

47.9 

10.6 

4.8 

192.2 

186.4 

31.6  287.8 

7.3 

191.9 

12.6 

76.0 

185.7 

1970 . 

492.3 

50.2 

7.7 

4.2 

201.9 

193.3 

35.0  304.9 

6.6 

204.7 

10.0 

83.6 

187.4 

1971 . 

529.6 

53.3 

11.0 

3.5 

217.6 

200.4 

43.8  1326.0 

4.9 

215.6 

13. 1 

92.4 

203.6 

1972 . 

573.5 

57.5 

9.3 

3.4 

240.0 

215.2 

48.1  352.2 

4.0 

230.4 

15.1 

102.6 

221.3 

1973 . 

643.3 

61.6 

11.0 

3.5 

266.1 

246.7 

54.4  {401.0 

4.3 

261.6 

18. 1 

117.0 

242.3 

1974 . 

712.2 

62.7 

11.7 

3.5 

289.7 

288.0 

56.6  j  450.6 

5.2 

287.5 

23.2 

134.8 

261.5 

1974:  1 . 

666.2 

59.4 

12.1 

3.2 

276.2 

258.4 

56.9  416.0 

4.5 

266.5 

20.6 

124.4 

250.2 

II . 

685.4 

58.8 

10.7 

3.4 

289.8 

269.2 

53.5  ,431.5 

4.7 

278.5 

19.0 

129.1 

253.9 

Ill . 

708.6 

60.3 

11.0 

3.5 

295.5 

282.1 

56. 1  449. 1 

5.1 

287.0 

22.7 

134.3 

259.5 

IV . 

712.2 

62.7 

11.7 

3.5 

289.7 

288.0 

56.6  '  450.6 

5.2 

287.5 

23.2 

134.8 

261.5 

1975:  1 . 

698.4 

60.6 

12.1 

3.2 

281.9 

285.2 

55.4  1438.0 

5.3 

271.2 

21.8 

139.8 

260.4 

II . 

703.2 

63.7 

12.7 

3.3 

284.8 

281.4 

57.3  !434.2 

5.8 

270.1 

17.7 

140.6 

269.0 

Ill . 

716.5 

65.6 

14.3 

3.3 

294.7 

279.6 

59.0  444.7 

6.2 

273.4 

19.4 

145.6 

271.8 

>  Includes  time  certificates  of  deposit. 

>  Includes  Federal  agency  issues. 

>  Receivables  from  and  payables  to  the  U.S.  Government  do  not  include  amounts  offset  against  each  other  on  corpora¬ 
tions' books  or  amounts  arisingfrom  subcontracting  which  are  not  directly  due  from  or  to  the  U.S.  Government.  Wherever 
possible,  adjustments  have  been  made  to  include  U.S.  Government  advances  offset  against  inventories  on  corporations' 
books. 

*  Includes  marketable  investments  (other  than  Government  securities  and  time  certificates  of  deposit)  as  well  as  sundry 
current  assets. 

*  Excludes  banks,  savings  and  loan  associations,  and  insurance  companies. 

*  Excludes  banks,  savings  and  loan  associations,  insurance  companies,  investment  companies,  finance  companies 
(personal  and  commercial),  real  estate  companies,  and  security  and  commodity  brokers,  dealers,  and  exchanges. 

Note  -Year-end  data  through  1971  are  based  on  "Statistics  of  Income"  (Department  of  the  Treasury),  covering  virtually 
all  corporations  in  the  United  States.  "Statistics  of  Income"  data  may  not  be  strictly  comparable  from  year  to  year  because 
of  changes  in  the  tax  laws,  basis  for  filing  returns,  and  processing  of  data  for  compilation  purposes.  All  other  figures  shown 
are  estimates  based  on  data  compiled  from  many  different  sources,  including  data  on  corporations  registered  with  the 
SKurities  and  Exchange  Commission. 

Source:  Securities  and  Exchange  Commission. 
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Table  B-80. — Stale  and  municipal  and  corporate  securities  offered,  1934-75 
IMillions  of  dollarsi 


■  Prior  to  194S,  also  itKiudeseitractive,  radio  broadcastin(,  airlino  companies,  commercial,  and  miscellaneous  company 
issues . 

*  Prior  to  1948,  also  includes  telephone,  street  railway,  and  bus  company  issues. 

>  Prior  to  1948,  includes  railroad  issues  only. 

Note.— Covers  substantially  all  new  issues  of  State,  municipal,  and  corporate  securities  offered  for  cash  sale  in  the  United 
States  in  amounts  over  1100,000  and  with  terms  to  maturity  of  more  than  1  year;  excludes  notes  issued  exclusively  to 
commercial  banks,  intercorporate  transKtions,  and  issues  to  be  sold  over  an  extended  period,  such  as  employee-purchasa 
plans.  Closed-end  investment  company  issues  are  included  from  1971  forward. 

Sources:  Securities  and  Exchanfe  Ccirmission,  "The  Coirirercial  and  Financial  Chronicle  "  and  "Tha  Bond  Buyer.” 
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Table  B-81. — Common  stock  priett,  earnings,  and  yields,  and  stock  market  credit,  1949-75 


Standard  i  Poor's  common  stock  data 


Price  indexes  ■ 

ToUl 

(SOO 

stocks) 

Indus- 

Uials 

(42S 

stocks) 

Public 

utilities 

(S5 

stocks) 

Rail¬ 

roads 

(20 

stocks) 

<  Monthly  data  are  averaees  of  dally  figures  and  annual  data  are  averages  of  monthly  figures. 

>  Aggregate  cash  dividends  (based  on  latest  known  annual  rate)  divided  by  aggregate  market  value  based  on  Wednes¬ 
day  closing  prices.  Monthly  data  are  averages  of  weekly  figures;  annual  data  are  averages  of  monthly  figures. 

>  Ratio  of  price  index  for  last  day  of  quarter  to  quarterly  earnings  (seasonally  adjusted  annual  rate).  Annual  ratios  are 
averages  of  quarterly  data. 

<  Margin  credit  indudes  all  credit  extended  to  purchase  or  carry  stocks  or  related  equity  instruments  and  secured  et 
least  in  part  by  stock.  Credit  extended  by  brokers  is  end-of-month  data  lor  member  firms  of  the  New  York  Stock  Ex¬ 
change.  )une  data  lor  banks  are  universe  totals;  all  other  data  for  banks  represent  estimates  lor  all  commercial  banks, 
which  accounted  for  60  percent  of  security  credit  outstanding  at  banks  on  June  30, 1971. 

•  In  eddition  to  assigning  a  current  loan  value  to  margin  stock  generally.  Regulations  T  and  U  permit  special  loan  values 
for  convertible  bonds  and  stock  acquired  through  exercise  of  sutoription  rights. 

•  Nonmargin  stocks  are  those  not  listed  on  a  national  securities  exchange  and  not  induded  in  the  Board  of  Governors 
of  the  Federal  Reserve  System's  list  of  over-the-counter  margin  stKks.  At  banks,  loans  to  purchase  or  carry  nonmargin 
stKks  are  unregulated;  at  brokers,  such  stocks  have  no  loan  value. 

Sources:  Board  of  Governors  of  the  Federal  Reserve  System,  New  York  Stock  Exchange,  and  Standard  t  Poor's  Cor¬ 
poration. 
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Table  B-82. — Busitust  Joanation  and  busintu  Jaibau,  1929-75 


■  Commercial  and  industrial  failures  only.  Excludes  failures  of  banks  and  railroads  and,  beginning  1933,  of  real  estate, 
nsurance,  holding,  and  financial  companies,  steamship  lines,  travel  agencies,  etc. 

>  Failure  rate  per  10,000  listed  enterprises. 

*  Series  revised;  not  strictly  comparable  with  earlier  data. 

<  Preliminaiy;  based  on  seasonally  adjusted  data  through  November. 

•  Excluding  W.  T.  Grant,  current  liabilities  were  $264.9  billion. 

Sources;  Department  of  Commerce  (Bureau  of  Economic  Analysis)  and  Dun  &  Bradstreet,  Inc. 


AGRICULTURE 

Table  B-83. — Income  of  farm  people  and  famers,  1929-75 
IQuarttrly  data  at  seasonally  adjusted  ennual  rates] 


Income  received  from  farming 


Personal  income 
received  by  total 
farm  population 


Net  to  farm 
operators 


Produc-  - 

tion  ex-  Exclud- 


Net  income  per 
farm,  including 
net  inventory 
change 


receipts  penses  ingnet  ingnet 

from  inven-  inven-  I 

market-  tory  tory 

ings  change  change M 


84.6  76.1  60.0 

92.6  84.2  64.1 

100.4  92.0  69.2 

103.6  95.2  70.0 


98.4  72.6 

90. 1  73. 2 

91. 5  73. 8 

94. 1  74. 0 


93.7  85.5  74.0 

99.9  91.7  75.4 

102.9  94.7  77.2 


I  Net  income  to  form  operators  including  net  inventory  change,  less  net  income  of  nonresident  operators,  plus  wages  and 
aelarias  and  other  labor  income  of  farm  resident  workers,  less  contributions  of  farm  resident  operators  and  workers  to 
social  insurance. 

>  Consists  of  income  received  by  farm  residents  from  nonfarm  sources,  such  as  wages  and  salaries  from  nonfarm  em¬ 
ployment,  nonfarm  business  and  professional  income,  rents  from  nonfarm  real  estate,  dividends,  interest,  royalties, 
unemployment  compensation,  and  social  security  payments. 

a  Cash  receipts  from  marketings.  Government  payments,  and  nonmoney  and  other  farm  income  furnished  by  farms 
(excluding  net  inventory  change). 

*  Includes  net  value  of  physical  change  in  inventory  of  crops  and  livestock  valued  at  average  prices  tor  the  year. 

'  Income  in  current  dollars  divided  by  the  index  of  prices  paid  by  farmers  for  family  living  items  on  a  1967  base. 

Source:  Department  of  Agriculture. 
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Table  B-84. — Farm  production  indexes,  1929-75 
|1967«100| 


1  Farm  output  measures  the  annual  volume  of  net  farm  production  available  for  eventual  human  use  through  sales  from 
farms  or  consumption  in  farm  households. 

>  Gross  production. 

I  Includes  certain  items  not  shown  separately. 

Source:  Department  of  Agriculture. 


soT-sTa  o  •  7s  -  le 


Table  B-Sf). — Farm  population,  employment,  and  productivity,  I9i9~75 


Farm  population 
(April  1)> 

Farm  employment 
(thousands)’  ^ 

Farm  output 

Year 

As  per- 

1 

Per  hour  of  farm  work  j 

Crop 

produc- 

1 

ber 

(thou¬ 

sands) 

cent  of 
total 
popu¬ 
lation  i 

Total 

I 

Family  ' 
workers 

1 

Hired  i 
workers 

1 

unit  of 
total 
input 

Total 

i 

Crops 

Live-  { 

stock 

and 

products 

per 
acre  • 

1 

1 

Index.  1967- 

100 

1929 . 

30, 580 

25.1 

12.  763 

9.360  . 

3,403 

54  1 

16 

16 

26 

56 

1933 . 

32.  393 

25.8 

12,739  ' 

9,874  ' 

2.  865 

55 

16 

16 

25 

50 

1939 . 

30.  840 

23.5  1 

11,338  ; 

8,611 

2,727  ! 

60  ! 

19 

20 ; 

27  ' 

60 

1940 . ! 

30,  547 

23.1 

10,979  ' 

8,300 

2,679  i 

62 

20  . 

21 

27 

62 

1941 . 

1  30,118 

22.6 

10.669 

8. 017 

2,652  ! 

64 

22 

23  i 

28 

63 

1942 . j 

1  28. 914 

21.4 

10. 504 

7,949 

2,555  i 

70 

24 

25 

30 

70 

1943 . 

1  26. 186 

19.2 

10.  446 

8. 010 

2.436  I 

68 

24 

24 

31 

64 

1944 . 

24,815 

17.9 

10.  219 

7, 988 

2.231  ! 

69 

24 

25 

31 

68 

1945 . 

24. 420 

17.5 

10.000 

7.881 

2.119 

70 

26 

27  ' 

31 

67 

1946 . 

25,  403 

18.0 

10.  295 

8.106 

2.189 

72 

28 

29 

32 

21 

1947 . 

25.829 

17.9 

10.  382 

8. 115 

2.267 

70 

28 

29 

33 

67 

1948 . 

24.  383 

16.6 

10. 363 

8. 026 

2.337 

76 

31 

33 

34 

75 

1949 . 

24, 194 

16.2 

9.  964 

7,712  ; 

2.252 

73 

32 

33 

35 

70 

1950 . 

23. 048 

15.2 

1  9.926 

7,597 

2,329 

34 

36 

37 

69 

1951 . 

21,890 

14.2 

9.546 

7,310 

2,236 

73 

,  35 

35 

39 

70 

1952 . 

21,748 

13.9 

9, 149 

7, 005 

2. 144 

75 

38 

39 

40 

73 

1953 . 

19,  874 

12.5 

8.  864 

6,  775 

2.089 

77 

40 

40 

42 

72 

1954 . 

'  19,019 

11.7 

8,651 

6, 570 

2, 081 

78 

42 

42 

43 

71 

1955 . 

i  19,078 

11.5 

8. 381 

6.345 

2,036 

80 

45 

45 

46 

74 

1956 . 

;  18,712 

11.1 

7, 852 

5,900 

1,952 

82 

48 

48 

49 

76 

1957 . 

17,656 

10.3 

7,600 

5, 660 

1.940 

82 

51 

53 

50 

77 

1958 . 

;  17.128 

9.8 

7,  503 

5, 521 

1.982 

89 

57 

61 

54 

86 

1959 . 

16. 592 

9.4 

7, 342 

5,390 

1,952 

89 

60 

61 

59 

85 

1960 . 

1  15,635 

1  8.7 

,  7,057 

5, 172 

1,885 

93 

65 

66 

62 

89 

1961... . 

I  14,803 

8.1 

'  6.919 

5, 029 

1,890 

94 

68 

69 

66 

92 

1962 . 

1  14.313 

7.7 

6.700 

4. 873 

1.827 

95 

71 

72 

71 

95 

1963 . 

1  13.  367 

7.1 

6. 518 

4.  738 

1,780 

98 

77 

77 

77 

97 

1964 . 

1  12,954 

6.8 

6.110 

4,506 

1.604 

97 

'  81 

79 

83 

95 

1965 . 

12.  363 

6.4 

5.610 

4. 128 

1,482 

102 

89 

90 

86 

100 

1966 . 

1  11,595 

5.9 

5,214 

3.  854 

1,360 

97 

92 

94 

93 

I  97 

1967 . 

10,875 

5.5 

4.903 

3.650 

1,253 

100 

100 

100 

100 

100 

1968 . 

1  10,454 

5.2 

4.749 

3.  535 

1,213 

101 

106 

106 

105 

105 

1969 . 

i  10,307 

5. 1 

4,596 

3.419 

1,176 

101 

110 

108 

112 

106 

1970 . 

9,712 

4.7 

4.523 

3.  348 

1,175 

101 

112 

no 

121 

104 

1971 . 

9.  425 

4.6 

4.436 

3,275 

1. 161 

no 

126 

120 

130 

112 

1972 . 

9.610 

4,  373 

3.  228 

1,146 

109 

129 

1  '24 

138 

115 

1973 . 

9.  472 

1  <.5 

4,337 

3,169 

1,168 

110 

133 

'  128 

144 

115 

1974 . . 

9. 264 

4.4 

4,392 

3,076 

1,316 

104 

129 

117 

156 

104 

1975  r . 

8,900 

1 

4.2 

4. 350 

3,033 

j  1.317 

i 

136 

130 

1 

114 

I  Farm  population  as  defined  by  Department  of  Agriculture  and  Department  of  Commerce,  i.e.,  civilian  population 
living  on  farms,  regardless  of  occupation. 

<  Total  population  of  United  States  as  of  July  1  including  Armed  Forces  overseas. 

>  Includes  persons  doing  farmwork  on  all  farms.  These  data,  published  by  the  Department  of  Agriculture,  Statistical 
Reporting  Service,  differ  from  those  on  agricultural  employment  by  the  Department  of  Labor  (see  Table  B-  24)  because  of 
differences  in  the  method  of  approach,  in  concepts  of  employment,  and  in  time  of  month  for  which  the  data  are  collected. 
See  monthly  report  on  "Farm  Labor." 

<  Computed  from  variable  weights  for  individual  crops  produced  each  year. 

Sources:  Department  of  Agriculture  and  Department  of  Commerce  (Bureau  of  the  Census). 
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Table  B-86. — Indexes  oj  prices  received  and  prices  paid  by  farmers,  and  parity  ratio,  1929-75 
|1967»100,  except  es  noted) 


>  Percentage  ratio  of  index  of  prices  received  by  farmers  to  index  of  prices  paid,  interest,  taxes,  and  wage  rates  on 
1910-14-100  base. 

>  The  adjusted  parity  ratio  reflects  Government  payments  made  directly  to  farmers. 

Source;  Department  of  Agriculture. 


Table  B-K7. — Selecttd  measures  oj  j arm  resources  artd  inputs,  1929-75 


Index  numbers  of  inputs  (1967  =  100) 


Year 

Crops 

har¬ 

vested 

(mil¬ 

lions 

of 

acres)  > 

Total 

hours 

of 

farm 

work 

(bil¬ 

lions) 

Total 

Farm 

labor 

Farm 

real 

estate 

Me¬ 

chani¬ 

cal 

power 

and 

ma¬ 

chinery 

Agri¬ 

cultural 

chemi¬ 

cals* 

Feed, 
seed, 
and 
live- 
StKk 
pur¬ 
chases  > 

Taxes 

and 

interest 

Miscel¬ 

laneous 

1929  . 

365 

23.2 

99 

329 

102 

39 

10 

30 

71 

67 

1933 

340 

22.6 

93 

320 

% 

32 

6 

27 

73 

64 

1939 . . 

331 

20.7 

96 

294 

101 

40 

12 

40 

69 

76 

1940  .  i 

341 

20.5 

97 

292 

102 

« 

13 

70 

77 

1941 . 

1  344 

20.0 

98 

288 

101 

44 

14 

<5 

70 

77 

1942  . 

1  348 

20.6 

101 

295 

99 

52 

15 

47 

71 

75 

1943  . 

357 

20.3 

102 

291 

97 

55 

17 

51 

74 

77 

1944  . 

362 

20.2 

103 

289 

97 

58 

20 

51 

76 

80 

1945 . 

354 

18.8 

101 

271 

97 

59 

20 

53 

77 

78 

1946  . 

352 

18.1 

99 

260 

101 

58 

21 

52 

78 

79 

1947  . 

355 

17.2 

99 

246 

102 

64 

24 ; 

54 

78 

81 

1948  . 

356  ; 

16.8 

100 

239 

102 

73 

26 

55 

76 

86 

1949  .  ' 

360 

16.2 

103  1 

231 

103 

80 

28 

60 

79 

90 

1950 . 

345 

15.1 

102 

217 

104 

1 

85  1 

30 

62 

Z?J 

86 

1951 . 

344 

15.2 

105 

217 

104 

91  I 

33 

66 

80 

92 

1952 . 

349 

14.5  ' 

105 

207 

103 

95  1 

36j 

68 

82 

91 

1953 . 

348 

14.0 

104 

200 

103 

97 

37 

67 

83 

90 

1954 . 

346 

13.3 

103 

192 

103 

97 

38 

70 

82 

88 

1955 . 

340 

12.8 

103 

185 

103 

98  { 

40 

71 

85 

92 

1956 . 

324 

12.0 

101 

174 

101 

99 

41 

74 

84 

88 

1957 . 

324 

11.1 

99 

162 

101 

98  1 

41 

73 

83 

92 

1958 . 

324 

10.5 

98 

155 

99 

98 

♦♦ 

78 

8^ 

96 

1959 . 

324  . 

10.3 

100 

151 

100 

99 

50 

82 

88 

100 

1960 . 

324 

9.8 

98 

145 

99 

98 

50 

mJ 

90 

102 

1961  . 

302  : 

9.4 

98 

139 

99 

95 

54 

86 

91 

102 

1962  . 

295  i 

9.0 

98 

133 

99 

95 

59j 

88 

93 

!  105 

1963 . 

298  1 

8.7 

98 

128 

99 

94 

66 

89 

94 

1  106 

1964 . 

298  1 

8.2 

98 

122 

99 

94 

72 

91 

% 

!  109 

1965 . 

298  ! 

7.3 

% 

109 

99 

95 

77 

92 

97 

107 

1966 . 

294  1 

6.9 

1  98 

103 

99 

97 

86 

97 

99 

103 

1967 . 

306  ' 

6.7 

1  100 

100 

100 

100 

100 

100 

1  100 

'  100 

1968  . 

300  ' 

6.4 

1  101 

!  97 

j  99 

!  101 

106 

101 

1  102 

1  106 

1969 . 

290 

6.2 

1  101 

93 

98 

101 

110 

i  103 

1  103 

105 

1970 . 

293  i 

6.0 

101 

90 

1  98 

100 

no 

1  108 

'  104 

1  108 

1971 . 

305  1 

5.9 

101 

i  99 

97 

100 

!  120 

108 

102 

107 

1972 . 

293  1 

5.7 

101 

I  85 

1  95 

99 

1  126 

108 

104 

114 

1973 . 

321 

5.6 

102 

'  85 

95 

102 

1  133 

106 

102 

1  no 

1974  . 

331 

5.5 

i  101 

1  83 

1 

105 

1  138 

101 

1 

99 

1975  » . 

330 

5.6 

1  102 

84 

! 

105 

1  136 

102 

1  100 

100 

>  Acreage  harvested  (excluding  duplication)  plus  Kreages  in  fruits,  tree  nuts,  and  farm  gardens. 
<  Fertilizer,  lime,  and  pesticides. 

)  Nontarm  portion  of  feed,  seed,  and  livestock  purchases. 

Source:  Department  of  Agriculture. 
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Table  B-88. — CamparatiB*  balanc*  shut  of  th*  farming  sutor,  1929-76 
[Billions  of  dollsrsi 


Btginning  of 

ytar 

Assets 

Claims 

Total 

Real 

estate 

Live¬ 

stock! 

Other 

Ma¬ 

chin¬ 

ery 

and 

motor 

vehi¬ 

cles 

physical 

Crops  > 

assets 

House¬ 

hold 

equip¬ 

ment 

and 

furnish¬ 

ings 

Fit 

De¬ 

posits 

and 

cur¬ 

rency 

ancial  as. 

U.S. 

savings 

bonds 

lets 

Invest¬ 
ment 
in  co¬ 
opera¬ 
tives 

Total 

Real 

estate 

debt 

Other 

debt 

Pro¬ 

prie¬ 

tors’ 

equi¬ 

ties 

1929 . 

48.0 

6.6 

3.2 

9.8 

1933 . 

30.8 

3.0 

2.5 

8.5 

1939 . 

34.1 

5.1 

3.2 

6.8 

1940 . 

52.9 

33.6 

5.1 

3.1 

2.7 

4.2 

3.2 

0.2 

0.8 

52.9 

6.6 

3.4 

42.9 

1941 . 

55.0 

34.4 

5.3 

3.3 

3.0 

4.2 

3.5 

.4 

.9 

55.0 

3.9 

44.6 

1942 . 

62.9 

37.5 

7.1 

4.0 

3.8 

4.9 

4.2 

.5 

.9 

62.9 

6.4 

4.1 

52.4 

1943 . 

73.7 

41.6 

9.6 

4.9 

5.1 

5.0 

5.4 

1.1 

1.0 

73.7 

4.0 

63.7 

1944 . 

84.6 

48.2 

9.7 

5.4 

6.1 

5.3 

6.6 

2.2 

1.1 

84.6 

5.4 

3.5 

75.7 

1945 . 

94.2 

53.9 

9.0 

6.5 

6.7 

5.6 

7.9 

3.4 

1.2 

94.2 

4.9 

3.4 

85.9 

1946 . 

103.5 

61.0 

9.7 

5.4 

6.3 

6.1 

9.4 

4.2 

1.4 

103.5 

■u 

3.2 

95.5 

1947 . 

116.4 

68.5 

11.9 

5.3 

7.1 

7.7 

10.2 

4.2 

1.5 

116.4 

Km 

3.6 

107.9 

1948 . 

127.9 

73.7 

13.3 

7.4 

9.0 

8.5 

9.9 

4.4 

1.7 

127.9 

4.2 

118.6 

1949 . 

134.9 

76.6 

14.4 

10.1 

8.6 

9.1 

9.6 

4.6 

1.9 

134.9 

5.3 

6.1 

123.5 

1950 . 

132.5 

75.3 

12.9 

12.2 

7.6 

86 

9.1 

4.7 

2.1 

132.5 

5.6 

6.8 

120.1 

1951 . 

151.5 

86.6 

17.1 

14.1 

7.9 

9.7 

9.1 

4.7 

2.3 

151.5 

6.1 

7.0 

138.4 

1952 . 

167.0 

95.1 

19.5 

16.7 

8.8 

10.3 

9.4 

4.7 

2.5 

167.0 

■SI 

KO 

152.3 

1953 . 

164.3 

96.5 

14.8 

17.4 

9.L 

9.9 

9.4 

4.6 

2.7 

164.3 

7.2 

89 

148.2 

1954 . 

161.2 

95.0 

11.7 

18.4 

9  2 

9.9 

9.4 

4.7 

2.9 

161.2 

7.7 

9.2 

144.3 

1955 . 

165.1 

98.2 

11  2 

18.6 

9.6 

10.0 

9.4 

5.0 

3.1 

165.1 

8  7 

9.4 

147.5 

1956 . 

102.9 

10.6 

19.3 

8.4 

■liO 

9.5 

5.2 

3.2 

9.0 

9.8 

150.8 

1957 . 

Vfii-'a 

TTXl 

DO 

20.2 

8.3 

10.0 

9.4 

5.1 

3.5 

177.9 

9.8 

9.5 

158.6 

1958 . 

tXV.I 

115.9 

13.9 

20.2 

7.6 

9.9 

9.5 

5.1 

3.7 

185.8 

10.4 

10.0 

165.4 

1959 . 

202.1 

124.4 

17.7 

21.8 

9.3 

9.8 

10.0 

5.2 

3.9 

202.1 

11.1 

12.5 

178.5 

1960 . 

Wfl 

130.6 

15.3 

22.7 

7.7 

9.6 

9.2 

4.7 

4.2 

204.0 

12.0 

12.8 

179.2 

1961 . 

viil.l 

132.2 

15.6 

22.2 

80 

89 

87 

4.6 

4.5 

204.8 

12.8 

13.4 

178.6 

1962 . 

'iCvl 

138.4 

16.4 

22.5 

88 

9.1 

88 

4.5 

4.8 

213.3 

13.9 

14.7 

184.8 

ia.3 

17.3 

23.5 

9.3 

9.0 

9.2 

4.4 

5.0 

222.0 

15.1 

18  3 

190.6 

1964 . 

152.6 

15.9 

23.9 

9.8 

88 

9.2 

4.2 

5.4 

229.8 

18  8 

17.6 

195.4 

1965 . 

238.0 

161.5 

14.5 

24.8 

9.2 

86 

9.6 

4.2 

5.6 

238  0 

189 

17.9 

201.2 

1966 . 

254.6 

172.8 

17.6 

26.0 

9.7 

85 

10.0 

4.1 

89 

254.6 

21.2 

19.4 

214.0 

1967 . 

a 

Tffl 

19.0 

27.4 

10.0 

84 

10.3 

89 

82 

267.5 

281 

21.0 

228  4 

1968 . 

u  l 

18  8 

29.8 

9.6 

9.1 

18  9 

88 

85 

281.0 

281 

22.3 

2386 

1969 . 

201.4 

20.2 

31.3 

10.6 

9.6 

11.5 

3.8 

88 

295.2 

27.4 

28  0 

244.8 

1970 . 

S 

206.9 

23.5 

32.3 

10.9 

9.7 

11.9 

87 

7.2 

306.1 

282 

28  8 

2581 

iL  ; 

215.0 

23.7 

34.4 

10.7 

10.1 

12.4 

86 

7.6 

317.5 

30.3 

24.1 

2681 

231.5 

27.3 

36.6 

11.8 

11.0 

18  2 

3.7 

80 

3481 

32.2 

27.0 

283.9 

1973 . 

3  i 

260.6 

34.1 

39.3 

14.5 

12.4 

14.0 

4.0 

8.6 

387.5 

35.8 

29.6 

332.1 

1974 . 

475.9 

325.3 

42.4 

44.2 

22.1 

13.3 

14.9 

4.2 

9.5 

475.9 

41.3 

32.8 

401.8 

1975 . 

520.2 

371.4 

24.6 

55.8 

23.2 

15.4 

15.0 

4.3 

10.5 

520.2 

46.3 

35.5 

438.4 

S94  3 

51.9 

38.7 

503.7 

1976  » . 

594.3 

423.3 

139.6 

31.4 

1  Bosinning  with  1961,  horses  and  mules  are  excluded. 

>  Includes  all  crops  held  on  farms  and  crops  held  off  farms  by  farmers  as  security  for  Commodity  Credit  Corporation 
loans.  The  latter  on  January  1, 1976  totaled  approximately  10.1  billion. 

Note.— Beginning  1960,  data  include  Alaska  and  Hawaii. 

Sourca:  Department  of  Agriculture. 
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INTERNATIONAL  STATISTICS 

Table  — U.S.  balance  oj  payments,  1946-75 


(Millions  tl  dollirs;  quarterly  data  seasonally  adjusted,  eicept  as  noted) 


Merchandise  <  >  ' 

Military  transactions  1 

i 

1 

Net  invest-  ! 
ment  income 

Net 

i 

! 

Bal- 

Remit¬ 
tances, 
pen¬ 
sions, 
arid 
other 
uni¬ 
lateral 
trans¬ 
fers  ■ 

Bal¬ 

ance 

on 
cur¬ 
rent  K- 
count 

Year 
or  1 
quar*  1 
tor 

r-i 

ports  1 

1 

Imports 

1 

Net  , 
bal¬ 
ance  I 

1 

1 

Direct 

expend¬ 

itures 

Sales 

Net 

bal¬ 

ance 

Pri¬ 

vate* 

1 

U.S. 

Gov¬ 

ern¬ 

ment 

and 
trans¬ 
porta¬ 
tion  ex¬ 
pendi¬ 
tures 

Other  1 
terv*  1 
icts.  I 
net>  1 

ante 

on 

goods 
and 
serv¬ 
ices  1 « 

1946... 

11,764 

-5,067 

6,697 

-493 

(") 

-483 

554 

6 

733 

310 

7,807 

-2,922 

4,  n5 

1947... 

16,097 

-5,973 

10. 124 

-455 

-455 

807 

50i 

946 

145 

11. 617 

-2,625 

8,992 

194g... 

13,265 

-7. 557 

5.708 

-788 

(••) 

-788 

975 

374 

175 

6,518 

-4,525 

1,993 

1949... 

12, 213 

-6. 874 

5,339 

-621 

(") 

-621 

989 

73 

230 

208 

6. 218 

-5,638 

580 

1950... 

10.203 

-9,081 

1,122 

-576 

(••) 
M  1 

-576 

1. 146 

78 

-120 

242 

1.892 

-4,017 

-2, 125 

1951... 

14, 243 

-11,176 

3,067 

-1,270 

-1,270 

1.31/| 

151 

2981 

254 

3  817 

-3,515 

302 

1952... 

13,449 

-10,838 

2,611 

-2,054 

O') 

-2,054 

1.267| 

140 

83| 

309 

2,356 

-2,531 

-175 

1953... 

12,412 

-10. 975 

1.  4371 

-2,615 

192i 

-2,423 

1.283 

166 

-2381 

307 

532 

-2. 481 

-1,949 

1954... 

12,929 

-10,353 

2.576 

-2.642  1821 

-2,460 

1.594 

213 

-269 

305 

1,959 

-2. 280 

-321 

1955...' 

14,424 

-11,527 

2,897 

-2,901 

200 

-2,701 

1,  775 

180 

-2971 

2991 

2. 153 

-2,496 

-345 

1956... 

17,556 

-12. 803 

4, 753 

-2. 949 

161 

-2,788 

2. 054 

40 

-36l| 

4471 

4. 145 

-2,423 

1,722 

1957... 

19,562 

-13,291 

6,271 

-3,216 

375 

-2,841 

2,174 

4 

-189 

482 

5. 901 

-2. 345 

3.  556 

1959... 

16,414 

-12,952 

3,4621 

-3. 435 

'  300 

-3,135 

2. 008 

1  168 

-633' 

486 

2,356 

-2. 361 

-5 

1959... 

16, 451 

-15. 310 

1,148 

-3, 107  302 

-2,805 

1 147 

1  U 

-821 

573| 

310 

-2.4a 

-2.138 

1960... 

19,650| 

-14, 758 

4.892^ 

-3.087 

-2, 753 

2. 270 

1  17 

-964 

612 

4,073 

-2,300 

1,774 

1961... 

20.  lOtl 

-14. 537 

5, 571  i 

-2,998 

I  402 

-2,586 

2. 832  105 

i  -978 

628 

5,563 

-2. 514 

3.oa 

1962... 

20, 78l! 

-16.260 

4,5211 

-3.105 

656 

-2,448 

3. 177 

134 

,-1.155 

845 

5,074 

-2,628 

2.446 

1963... 

22, 2721 

-i7.oa 

5. 224 

-2,961 

657 

-2.304 

3.227  98 

-1,312 

996 

5,930 

-2,742 

3,  in 

1964... 

25,  501 

-18,700 

6. 801 

i  -2, 880  747 

-2,133 

3.926 

,  9 

1-1.149 

1,078 

8.533 

-2,769 

5, 764 

1965... 

26,46l' 

-21,510 

'  4.951 

-2,952 

8.30 

-2. 122 

4  143 

'  26 

-1.284 

1,426 

7.140 

-2,841 

4,299 

1966... 

29, 310 

1  -25.4931  3.817 

-3.  764 

1  829 

-2,835 

3,543 

1  55 

1-1.332 

1.  404 

4,552 

-2,917 

1,635 

1967... 

30,666 

-26,866^  3.800 

-4. 371 

1  1,152 

-3,226 

3,865 

41 

-1.751 

1,652 

4,380 

-3. 107 

1,273 

1968... 

33,626 

-32.991 

635 

-4. 535 

i  1,392 

-3, 143 

3,941 

631-1,548 

1.671, 

1,620 

-2,933 

-1,313 

1969... 

36,414 

-35.807,  607 

-4,85( 

i  1,528 

-3,328 

3,471 

156|- 1,763 

1,878 

1.020 

-2,976 

-1,956 

1970... 

■■■42,469 

>»-39,866iu  2, 603 

-4,  85f 

1.  1.501 

-3, 355 

3. 631 

-112 

-2, 023 

2. 220 

2,966 

-3, 2« 

-281 

1971... 

43,311 

-45,  5791-2.  268 

1  -4,819!  1,926 

-2. 893 

5,658 

-956 

-2,315 

2,  53/ 

-237 

-3.642 

-3,879 

1972... 

;  49,388 

,  -55,7971-6,409 

1  -4.  784,  1. 163 

-3,621 

6,208 

-1,888 

-3,024 

2,803 

-5,930 

-3, 779 

-9.  710 

1973... 

71,  379 

-70.424  955 

-4,658'  2.342 

-2, 317 

8  188 

-3,009 

-2,862 

3  222 

4,177 

-3,841 

335 

1974... 

98,309 

i-103,586|-5,277i  -5. 103|  2,944 

-2,158 

13.  351 

-3, 229 

-2,692 

3,830 

3,825 

'*-7,182 

■1-3,357 

1973: 

1.... 

15,423 

1  i 

-16,3341  -911 

! 

-1,1741  347 

-827 

1  1.953 

1  -629 

-714 

767 

-361 

-755 

-1,116 

II  . 

16,958 

-17,1891  -231 

>'-1.2361  455 

1  ■«  -781 

1.967 

1  -759 

-779 

749 

166 

-1,015 

-849 

Ill 

18, 451 

-17,7371  714 

-1,0721  531 

-541 

1,964!  -801 

-667 

884 

1,553 

-900 

653 

IV... 

1  20.  547 

-19.1641  1,383 

1  -1,177  1,009 

1  -168 

1  2.304 

-820 

-702 

823 

2,820 

-1, 173 

1, 647 

1974; 

1.... 

1  22.464 

i 

i  -22,5871  -123 

1  ! 

i  -1.1661  eeal  -503 

1  4.014 

1 

1  -769 

-513 

886 

2,992 

■*  -2.966 

11  26 

II.  . 

24,211 

1  -25,6771-1,459'  -l,324i  678  -646 

2.  745 

-  -781 

-717 

936 

78 

-1,865 

-1,787 

III... 

25. 034 

1  -27. 3491-2, 315'  -1,279|  766  -513 

3. 161  -807 

-721 

960 

-235 

-1,265 

-1,500 

IV... 

26,593 

1  -27,973  -1,380  -1,335  |  837  -498 

3.  431 

1  -872 

-741 

1,049 

989 

-1,C88 

-99 

1975: 

1 

i 

1 

1.... 

27,188 

-25,3581  1,8301  -1.3031  954|  -349 

-2  165 

1  -989 

1  -572 

1,093 

3,178 

-1,175 

2. 003 

II  ... 

.  25,692 

!l  -22,3141  3.37b  -1,209,  804  -  405 

2,235 

1  -843 

1  -393 

1,043 

5,015 

-1,183 

3,832 

Ill  X 

1  26,7161  -24,690;  2,026;  -1, 1131  1,241 

ij  128 

2,572 

!  -794 

i!  -480 

1 

1  1,095 

4,547 

-1,047 

3,500 

>  Excludes  military  grants. 

>  Adjusted  from  Census  data  lor  ditferences  in  timing  and  coverage. 

*  Fees  and  royalties  from  U.S.  direct  investments  abroad  or  from  foreign  direct  investments  in  the  United  States  are 
excluded  from  net  investment  income  and  included  in  other  services,  net. 

<  In  concept,  equal  to  net  exports  of  goods  and  services  in  the  national  income  and  product  accounts,  although  the  two 
series  may  differ  because  of  revisions,  special  handling  of  certain  items,  etc. 

•  Excludes  liabilities  to  foreign  official  reserve  aMncies. 

'Private  foreigners  exclude  the  International  Monetary  Fund  (IMF),  but  include  other  international  and  regional 
organizations. 

'  Includes  liabilities  to  foreign  official  agencies  reported  by  U.S.  Government  and  U.S.  banks  and  U.S.  liabilities  to  the 
IMF  arising  from  reversible  gold  sales  to,  and  gold  deposits  with,  the  United  States. 

■  Official  reserve  assets  include  gold,  special  drawing  rights,  convertible  currencies,  and  the  U.S.  gold  tranche  position 
in  the  IMF.  Minus  sign  indicates  increase. 

(Footnotes  continued  on  following  page.) 
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Table  B-89. — U.S.  balanc*  of  payments,  1946-75 — Continued 
(Millions  o(  dollirs;  quartorly  data  saasonally  adiustad,  axcapt  as  notad] 


'  Includas  increases  (in  millions)  as  follows:  for  1969,  967  resulting  from  revaluation  of  the  German  mark  in  October 
1969;  for  1971,  $28  in  dollar  value  of  foreign  currencies  revalued  to  reflect  market  exchange  rates  as  of  December  31, 
1971;  for  1972,  $1,016  resulting  from  change  in  par  value  of  the  dollar  on  May  8,  1972;  and  for  1973,  $1,436  resulting  from 
change  in  par  value  of  the  dollar  on  October  18, 1973. 

Beginning  July  1974,  valuation  of  SDR  and  reserve  position  in  the  IMF  based  on  a  weighted  average  of  exchange  rates 
for  the  currencies  of  16  member  countries.  On  a  pre-July  1974  basis,  reserve  assets  for  December  31, 1974  are  $15,812 
million  and  for  December  31, 1975,  $16,366  million. 

»  Not  available  separately. 

>■  Coverage  of  liquid  banking  claims  for  1960-63  and  of  liquid  nonbanking  claims  for  1960-62  is  limited  to  foreign 
currency  deposits  onlv;  other  liquid  items  are  not  available  separately  and  are  included  with  nonliquid  claims. 

»  Data  beginning  1970  not  strictly  comparable  with  earlier  data. 

"  Includes  extraordinary  U.S.  Government  transactions  with  India. 

■<  Includes  return  import  into  the  United  States,  at  a  depreciated  value  of  $22  million,  of  aircraft  originally  reported  in 
1970  III  sales  as  a  long-term  lease  to  Australia. 

**These  balances  have  been  used  to  measure  exchange  market  pressures  on  the  dollar.  Under  current  floating  exchange 
rate  conditions,  these  pressures  are  inadequately  reflected  in  the  balances. 

Sources;  Department  of  Commerce  (Bureau  of  Economic  Analysis)  and  Department  of  the  Treasury. 
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Table  B-90. — U.S.  merchandise  exports  and  imports  by  commodity  groups,  1958-75 
IMillions  of  dollars;  monthly  data  seasonally  adjusted) 


1  Beainning  1960,  data  have  been  adjusted  for  comparability  with  the  revised  commodity  classifications  effective  in  196S. 

•  Total  excludes  Department  of  Defense  shipments  of  grant-aid  military  supplies  and  equipment  under  the  Military. 
Assistance  Program. 

>  Total  includes  commodities  and  transactions  not  classified  according  to  kind. 

•  Includes  fats  and  oils. 

•  Includes  machinery,  transportation  equipment,  chemiuls,  metals,  and  other  manufactures.  Export  data  for  these  items 
include  military  grant-aid  shipmenb. 

•  ToCi  arrivals  of  imported  goods  other  than  intransit  shipmenb. 

r  C.i.f.  (cost,  insurance,  and  freight)  import  value  at  first  port  of  entry  into  United  States.  Data  for  1967-73  are  estimates. 

'  F,a.s.  (free  alongside  ship)  value  basis  at  U.S.  port  of  exportation  for  exporb  and  at  foreign  port  of  exporbtion  for 
imporb. 

•  Seasonally  adjusted  annual  rata  for  11  months. 

Note.— Dab  are  as  reported  by  the  Bureau  of  the  Census  adjusted  to  include  silver  ore  and  bullion  reported  separately 
prior  to  1969.  Export  sbtistics  cover  all  merchandise  shipped  from  the  U.S.  customs  area,  except  supplies  for  U.S.  Armed 
Forces.  Exports  include  shipmenb  under  Agency  for  International  Development  and  Food  for  PeKo  programs  as  well  as 
other  private  relief  shipmenb. 

Source ;  Department  of  Commerce  (Bureau  of  the  Census  and  Buresu  of  International  Economic  Policy  and  Research). 
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Table  B-91. — U.S.  merchandise  exports  and  imports  by  area,  1969-75 


(Millions  of  dollirs] 


Area 

1969 

1970 

1971 

1 

1972 

19 

Exports  (domestic  and  foreign  and  special  category 

shipments) . 

38,006 

43, 224 

44, 130 

49,  759 

71, 339 

98, 507 

98, 380 

Developed  countries . 

26, 479 

30, 877 

30,335 

34, 319 

47,209 

63, 021 

59, 273 

Canada  ‘ . 

9,137 

9,079 

10, 365 

12,415 

15,104 

19, 936 

19, 956 

Western  Europe  > . 

12, 392 

14, 463 

14, 178 

15, 361 

21, 359 

28,637 

27, 285 

Japan . 

Australia,  New  Zealand,  and  Republic  of 

3,490 

4,652 

4, 055 

4,  %3 

8, 313 

10,679 

8,834 

South  Africa . 

1,460 

1,683 

1,737 

1,580 

2, 432 

3, 769 

3, 198 

Developing  countries  > . 

11, 277 

12,993 

13, 410 

14, 556 

20,963 

32,695 

35,904 

Petroleum  exporting  countries . 

2, 451 

2,659 

2,932 

3, 375 

4,540 

8. 140 

11, 422 

Other  countries . 

8,826 

10, 334 

10, 478 

11, 181 

16, 423 

24. 555 

24, 482 

Other  Western  Hemisphere . 

5,576 

6,532 

6, 485 

7, 275 

9. 929 

15,809 

15,651 

Near  East . 

1. 344 

1,423 

1,816 

1,954 

3,041 

5,557 

8,'168 

East  ahd  South  Asia . 

3, 495 

4,029 

4, 047 

4, 373 

6,600 

9. 196 

9, 272 

Developing  Africa . 

819 

940 

1,009 

898 

1,  334 

2,044 

2, 709 

Socialist  areas  in  Europe  and  Asia . 

249 

354 

384 

883 

2,491 

677 

2,239 

552 

2, 745 

458 

General  imports . 

36, 043 

39, 952 

45,  563 

55,583 

69,476 

100, 251 

87, 265 

Developed  countries . 

26,460 

29, 259 

33,744 

40,822 

48,530 

59, 786 

50, 838 

Canada . 

10,384 

11,092 

12,691 

14,927 

17,715 

21,929 

19, 728 

Western  Europe  * . 

10,138 

11, 169 

12, 658 

15,423 

19. 286 

23, 521 

18,823 

Japan . 

Australia,  New  Zealand,  and  Republic  of 

4,888 

5,875 

7,259 

9,064 

9,676 

12, 338 

10, 223 

South  Africa . 

1,050 

1, 123 

1,136 

1,408 

1,853 

2,000 

2, 064 

Developing  countries  > . 

9,373 

10,442 

11,549 

14, 356 

20, 313 

39. 443 

35, 626 

Petroleum  exporting  countries . 

2,384 

2,516 

3,060 

3,  729 

6,309 

20,488 

19, 381 

Other  countries . 

6,989 

7,926 

8,489 

10,627 

10,004 

18, 955 

16, 245 

Other  Western  Hemisphere . 

5,163 

5,836 

6,038 

7,003 

9, 607 

18,403 

14. 752 

Near  East . 

383 

371 

593 

773 

1,396 

4.  740 

4, 779 

East  and  South  Asia . 

3, 039 

3,397 

3,941 

5,264 

7. 043 

10. 242 

9, 229 

Developing  Africa . 

762 

800 

930 

1,253 

2. 180 

5,941 

6,755 

Socitlist  areas  in  Europe  and  Asia . 

198 

1  227 

229 

354 

593 

1,007 

790 

Unidentified  countries  ‘ . 

12 

24 

41 

51 

40 

1 

15 

11 

>  Beginning  Januiry  1973,  transshipments  of  certain  grains  and  oilseeds  through  Canada  are  shown  as  exports  to  uniden¬ 
tified  countries. 

*  Includes  Finland,  Yugoslavia,  Greece,  and  Turkey. 

>  Includes  developing  countries  in  Oceania. 

*  Consists  of  certain  low-valued  shipments  not  identihed  by  country. 

Note:  Exports  are  f.a.s.  (free  alongside  ship);  1959-73  imports  are  Customs  values,  generally  the  market  value  in  the 
foreign  country ;  and  1974-75  imports  are  transaction  values  f.a.s.  Petroleum  exporting  developing  countries  are  as  follows : 
OPEC  (Organization  of  Petroleum  Exporting  Countries)— Algeria,  Ecuador,  Gabon,  Indonesia,  Iran,  Iraq,  Kuwait,  Libya, 
Nigeria,  Qatar,  Saudi  Arabia,  United  Arab  Emirates,  and  Venezuela;  and  other  petroleum  exporting  developing  countries— 
Angola,  Bahamas,  Bahrain,  Brunei,  Egypt,  Leeward  and  Windward  Islands,  Netherlands  Antilles,  Oman,  Trinidad  and 
Tobago,  and  Tunisia. 

Source:  Department  of  Commerce  (Bureau  of  the  Census  and  Bureau  of  International  Economic  Policy  and  Research). 
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Table  B-92. — InUrnatumal  rtmtts,  1969-75 
(Milltom  o(  U.S.  dollare;  tnd  of  poriodi 


Art*  and  country 


Induttritlizod  countrios  ■ 


United  Statos. 

Canada . 

Japan . 


Austria . 

Boliium . 

Franc* . 

Gormany . 

Italy . 

Notnarlands . 

Scandinavian  countries  (Oan- 
mark,  Norway,  and  Sweden) 

Switzerland . . 

United  Kingdom . . 


Other  Europe. 


Australia,  Now  Zealand,  and  South 
Africa . . 


Loss  dtvolopad  areas . 

Oil  exporting  countries. 


Iran . . 

Nigaria . . 

Saudi  Arabia. 
Vtnazuala.... 
Other » . . 


Other  Western  Hemisphere.... 

Other  Middle  East . 

Other  Asia . 

Other  Africa . . . 


1 

1969 

1970 

1971 

1972 

1973 

1 

1974 

1975 

Novem¬ 

ber 

78,637 

93,210 

131,503 

159,025 

183,668 

220,617 

224, 103 

.  55,003 

65,806 

94,154 

105,808 

115,505 

119,909 

120,159 

16,964 

14,487 

13, 190 

13,150 

14, 378 

16,058 

16,252 

3,106 

4,679 

5,701 

6,050 

5,768 

5,825 

5,414 

3,654 

1  4,840 

15,360 

18,365 

12, 246 

13, 519 

12,958 

1,530 

1, 751 

2,343 

2,718 

2,873 

3,430 

4,093 

2,388 

2,847 

3,473 

3,870 

5, 100 

5,345 

5,772 

3.833 

4,960 

8,253 

10,015 

8,529 

8,852 

12,219 

7,129 

13, 610 

18,657 

23, 785 

33,171 

32,398 

31,316 

5,045 

5,352 

6,820 

6,085 

6,436 

6,941 

5,241 

2,529 

3,241 

3,796 

4,785 

6,547 

6,957 

7,049 

1,855 

2,058 

2,986 

3,755 

5,428 

4,600  1 

5,996 

4,425 

5,132 

6,966 

7,557 

8,520 

9,011  j 

8,186 

2,527 

2,827 

6,582 

5.647 

6,476 

6,939  j 

5,630 

4.743 

5, 571 

8,656 

12e7S3  1 

16,191  1 

15.025  ! 

1 

13,036 

2,870 

2,962 

4,520 

1 

8.263  1 

7,824  1 

6,068 

5,884 

16,021 

18,871  1 

24,174 

32,201  ' 

44,146 

79,615  1 

85,025 

4,291 

5,226 

8,697  1 

11,221 

14,933 

48,007  1 

55,234 

310 

208  1 

621  1 

960 

1,236 

8,384  , 

8,634 

132 

222 

429 

376  ' 

583 

5,626 

5,728 

607 

662 

1.444 

2,500  1 

3.877 

14, 285 

933 

1,021 

1.522  I 

1,732  ! 

2, 412 

6,513 

8,737 

2,309 

3,113 

4.681  j 

5.653  : 

6,825 

13, 199 

3,345 

4,291 

4. 759  1 

7,887  1 

11,656  1 

11,001 

8,612 

1,458 

1, 581 

2,126  1 

2,834  ' 

4,343 

4,945 

5,384 

5,374 

5,828 

6,818 

8,203  1 

10,610  . 

12, 767 

13,146 

1,553 

1,945 

1,773 

2.056  1 

2.603  j 

2,896 

2,648 

■  IHVIUUVS  LUAUmuOUie* 

>  Algeria,  Bahrain,  Ecuador,  Gabon,  Indonesia,  Iraq,  Kuwait,  Libya,  Oman,  Qatar,  Trinidad  and  Tobago,  and  United  Arab 
Emirates. 

Note.— Internationai  reserves  is  comprised  of  monttary  authorities'  hoidings  of  gold,  special  drawing  rights  (SOR) 
reserve  positions  in  the  International  Monetary  Fund,  and  foreign  exchange.  Conversions  from  national  currencies  to  U.S. 
dollars  from  December  1971  through  January  1973  are  calculated  at  the  cross  rates  reflecting  the  parities  and  central 
rates  agreed  in  December  1971.  From  February  1973  through  June  1974,  the  intention  is  to  reflect  the  cross  rates  of  parities 
or  central  rates  for  countries  having  effective  parities  or  central  rates  and  market  rates  for  others.  Beginning  July  1974, 
foreign  exchange  is  valued  at  end-of-month  market  rates  or  in  the  absence  of  market  rate  quotations  at  prevailing  official 
rates.  Gold  is  valued  throughout  at  SDR  35  per  ounce,  equivalent  to  USS38  per  ounce  from  Dwember  1971  through  January 
1973,  to  USS42.22  per  ounce  from  February  1973  through  June  1974,  but  to  the  respective  USS/SDR  transactions  value  as 
measured  by  the  "basket"  valuation  of  tM  SDR  beginning  July  1974.  Data  exclude  U.S.S.R.,  other  Eastern  European 
countries.  Mainland  China,  and  Cub*  (after  1960). 

Source:  International  Monetary  Fund,  "International  Financial  Statistics.’* 
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Table  B-93. — U.S.  ruerv*  assets,  1946-75 
(Millions  ol  dollarsi 


End  ol  year  or 
month 


Total  rosarve 
assots 


Convertiblo 

foreign 

currencies* 


Reserve 
position  in 
I  International 
^Monetary  Fund* 


■Includes  gold  sold  to  the  United  States  by  the  International  Monetary  Fund  (IMF)  with  the  right  of  repurchase  and 
gold  deposited  by  the  IMF  to  mitigate  the  impKt  on  the  U.S.  gold  stock  of  purchases  by  foreign  countries  for  gold  sub¬ 
scriptions  on  increased  IMF  quotas. 

>  Wkrr  to  December  1974,  excludes  gold  held  by  the  Exchange  Stabilization  Fund  (ESF).  In  December  1974,  the  Treasury 
acquired  all  the  gold  held  by  the  ESF. 

*  Includes  initial  allocation  on  January  1,  1970  of  $867  million,  second  allocation  on  January  1,  1971  of  $717  million, 
and  third  allocation  on  January  1,  1972  of  $710  million  of  special  drawing  rights  (SDR)  in  the  Special  Drawing  Account 
in  the  IMF,  plus  or  minus  transactions  in  SDR. 

*  Includes  holdings  of  Treasury  and  Federal  Reserve  System. 

*  The  United  States  has  the  right  to  purchase  foreign  airrencies  equivalent  to  ib  reserve  position  in  the  Fund  auto¬ 
matically  if  needed.  Under  appropriate  conditions  the  United  States  could  purchase  additional  amounb  equal  to  the 
United  States  quota. 

*  Reserve  position  includes,  and  gold  stock  excludes,  $259  million  gold  subscription  to  the  Fund  in  June  1965  for  a  U.S. 
quota  increase  which  became  effective  on  February  23, 1966. 

'  Includes  increases  (in  millions)  as  follows;  for  1969  $67  resulting  from  revaluation  of  German  mark  in  October  1969  ($13 
in  mark  holdings);  for  1971  $28  in  dollar  value  of  foreign  currencies  revalued  to  reflect  market  exchange  rates  as  ol 
December  31, 1971 ;  for  1972  $1,016  in  total  assets  resulting  from  the  charge  in  par  value  of  the  U.S.  dollar  on  May  8, 1972, 
(|^  million  tobi  gold  stock,  $822  million  Treasury  ^d  stock,  $155  million  SDR,  and  $33  million  reserve  position);  for 
1973  $1,436  in  total  asseb  resulting  from  the  change  in  par  value  of  the  dollar  on  October  18,  1973  ($1,165  million  total 
gold  stock,  $1,157  million  Treasury  gold  stock,  $217  million  SDR,  and  $54  million  reserve  position). 

*  BMinning  July  1974,  the  IMF  adopted  a  technique  for  valuing  the  SDR  based  on  a  weighted  average  of  exchange 
rates  for  the  currencies  of  16  member  countries.  SDR  holdings  and  reserve  position  in  the  IMF  are  also  valued  on  this 
basis  beginning  July  1974.  At  valuation  used  prior  to  July  1974  (SDR  1  =°$1.20635),  end  of  month  values  are  (in  millions): 


Total 

Reserve 

reserve 

SDR 

position 

asseb 

in  IMF 

15, 812 

2,338 

1, 817 

16,366 

2,404 

2,283 

Note.— Gold  held  under  earmark  at  Federal  Reserve  Banks  lor  foreign  and  international  accounts  is  not  included  in 
the  gold  stock  of  the  United  Sbtes. 

Sources;  Department  of  the  Treasury  and  Beard  of  Geverners  ol  the  Federal  Reserve  System. 
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Table  B-94. — International  investment  position  oj  the  United  States  at  year-end,  1960  and 

1970-74 


(Billions  of  doll«rs| 


Type  of  investment 

1960 

1  1970 

1971 

1  1972 

1973 

1974  > 

Net  international  investment  position  of  the 

■■ 

United  States « . 

61.9 

U.S.  assets  abroad . 

199.5 

225.3 

Nonliquid  assets . 

66.2 

148.6 

180.6 

203.2 

U.S.  Government . 

32.1 

36.1 

38.8 

mm 

Long-term  credits . 

29.7 

36.2 

■ii 

Foreign  currencies  and  other 

short-term  assets . 

2.4 

2.6 

Private  long-term . 

103.6 

114.5 

142.6 

160.0 

Direct  investments  abroad . 

75.5 

83.0 

103.7 

118.6 

Foreign  securities . 

21.0 

23.5 

27.9 

28.8 

Other  claims » . 

3.1 

7.2 

8.0 

mm 

11.1 

12.6 

Private  short-term  nonliquid  claims 

«4.8 

12.8 

14.6 

16.7 

21.8 

36.6 

Liquid  assets . 

19.4 

16.9 

16.1 

18.9 

22.1 

29.7 

Private  claims  > . 

(*) 

4.0 

5.7 

7.7 

13.8 

U.S.  monetary  reserve  assets . 

19.4 

12.2 

•  13.2 

•  14.4 

<  15.9 

Gold . 

17.8 

10.2 

•  10.5 

•  11.7 

11.7 

Special  drawing  rights  (SDR) . 

1.1 

•  2.0 

•  2.2 

•  2.4 

Convertible  currencies . 

.3 

.2 

.0 

Gold  tranche  position  in  IMF . 

1.6 

1.9 

.6 

•  .5 

•  .6 

•  1.9 

U.S.  liabilities  to  foreigners . 

40.9 

97.7 

123.3 

149.9 

163.5 

187.0 

Nonliquid  liabilities  to  other  than  foreign 

official  agencies . 

19.8 

50.7 

55.5 

67.0 

71.0 

68.0 

U.S.  Government . 

.8 

1.5 

1.7 

2.9 

3.6 

Private  long-term . 

18.4 

50.1 

60.8 

62.8 

57.2 

Direct  investments  in  the  United 

States . 

13.9 

14.9 

18.3 

21.7 

U.S.  securities . 

10.0 

30.1 

38.8 

36.8 

28.1 

Other  liabilities  i . 

1.6 

6.1 

7.1 

7.7 

7.4 

Private  short-term  nonliquid  • . 

.6 

3.9 

4.5 

5.3 

7.2 

Liquid  liabilities  to  private  foreigners  and 
liquid,  other  readily  marketable,  and 
nonlk^uid  liabilities  to  foreign  official 

ag«nciM . 

21.0 

47.0 

67.8 

82.9 

92.5 

119.0 

To  private  foreigners . 

9.1 

K  a 

16.6 

21.3 

25.6 

42.4 

To  foreign  official  agencies . 

11.9 

51.2 

61.6 

66.8 

76.6 

Liquid . . 

11.9 

20.6 

47.6 

57.3 

61.9 

70.4 

.7 

.1 

.5 

1.7 

2.3 

Nonliquid,  reported  by  U.S. 

nnnnn 

3.5 

Government . 

3.1 

3.7 

3.2 

3.9 

>  Pratiminary. 

*  Includts  U.S.  fold  stock. 

>  Rapoftod  by  U.S.  banks  and  nonbankinc  concerns. 

*  liquid  claims  art  not  availabit  saparattly  and  art  included  with  nonliquid  claims. 

*  Reserve  assets  include  increases  from  chanpes  in  the  par  value  of  tbe  dmiar,  as  officially  implemented;  on  May  8,  1972, 
the  increase  totaled  $1,016  million,  consisting  of  1828  million  gold  stock,  $155  million  SDR,  and  $33  million  gold  tranche 
position  in  IMF;  and  on  October  l8,  1973,  the  increase  was  $1,436  million,  consisting  of  $1,165  million  gold  stKk,  $217 
million  SDR,  and  $54  million  gold  tranche  position  in  IMF.  Beginning  July  1974,  the  IMF  values  SDR  on  the  basis  of  weighted 
averages  of  exchange  rates  for  currencies  of  16  member  countries. 

'  Reported  by  U.S.  nonbanking  concerns. 

Source;  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-95. — Price  changes  in  international  trade,  1967-75 
[1963  =>1001 


Area  or  commodity  class 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

Third 

quarter 

Unit  valu*  indexes  by  area 

Developed  areas 

Total; 

Exports . 

105 

104 

108 

114 

119 

130 

156 

197 

214 

Terms  of  trade  > . 

101 

101 

101 

102 

101 

102 

101 

89 

92 

United  States; 

Exports . 

no 

111 

115 

121 

125 

129 

150 

191 

214 

Terms  of  trade  • . 

102 

103 

103 

101 

99 

95 

94 

80 

84 

Developing  areas 

Total; 

Exports . 

103 

103 

106 

109 

116 

128J 

167 

325 

>  337 

Terms  of  trad*  ■ . 

100 

101 

101 

100 

102 

99 

108 

143 

>  132 

Latin  America; 

Exports . 

105 

106 

109 

115 

122 

129 

177 

279 

Terms  of  trade  t . 

100 

99 

lOO 

101 

101 

Southern  and  Eastern  Asia: 

Exports . 

99 

97 

102 

106 

108 

113 

152 

222 

Terms  of  trad*  > . 

99 

100 

102 

104 

104 

. 

World  export  price  indexes 

Primary  commodities:  Total _ 

101 

100 

103 

108 

115 

130 

188 

295 

297 

Foodstuffs . 

104 

101 

104 

111 

117 

132 

191 

248 

240 

Coffee.tea,  and  cocoa.. 

108 

110 

119 

136 

119 

132 

174 

202 

229 

Careals . 

105 

100 

98 

96 

100 

111 

203 

286 

259 

Other  agricultural 

commodities  > . 

96 

96 

101 

101 

105 

120 

184 

219 

205 

Fats,  oils,  and  oilseeds. 

102 

99 

101 

118 

118 

116 

197 

299 

222 

Textile  fibers . 

88 

88 

85 

83 

85 

109 

186 

183 

161 

Wool . 

77 

74 

73 

63 

57 

88 

183 

134 

124 

Rubber . 

75 

74 

98 

78 

64 

65 

129 

139 

118 

Minerals . 

103 

102 

104 

111 

127 

141 

181 

477 

515 

Metal  ores . 

109 

108 

114 

122 

126 

134 

161 

216 

239 

Fuels . 

101 

100 

100 

108 

127 

143 

188 

553 

593 

Manufactured  goods:  Total 

107 

107 

110 

117 

124 

134 

156 

186 

>220 

Nonferrous  base  metals «... 

142 

150 

175 

180 

154 

154 

222 

281 

218 

<  Terms  of  trad*  indexes  are  unit  value  indexes  of  exports  divided  by  unit  value  indexes  of  imports. 

>  Oats  are  for  second  quarter  I97S. 

>  Includes  forest  products. 

<  Deta  for  manufactured  poods  are  unit  value  indexes. 

Note.— Data  exclude  trede  of  socialist  areas  in  Eastern  Europe  (except  Yugoslavia)  and  Asia. 

Sources;  United  Nations  and  Department  of  Commerce  (Bureau  of  International  Economic  Policy  and  Research  and 
Bureau  of  Resources  and  Trade  Assistance). 
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■  For  United  States,  12*month  average;  for  all  other  countries,  January-November  average,  except  Italy  and  the  Nether^ 
lands,  January-September  average. 

>  October-December  average  for  United  States;  and  October-November  average  for  all  other  countries. 

Sources:  Department  of  Labor  and  Organization  lor  Economic  Cooperation  and  Development. 
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